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Dear Secretary:

I have enclosed an original and one counterpart of the
documents described below to be recorded pursuant to Section
11303 of Title 49 of the U.S. Code.

The documents (the "Documents") are:

(a) Lease Agreement, dated as of December 30, 1987, a
Primary document; and

(b) Lease Supplement No. 1, dated as of December 31, 1987,
a Secondary document.

The Primary document to which this filing is related is the
Lease Agreement referred to above, for which no recordation
number has yet been issued.

The names and addresses of the parties to the Documents are
as follows:

Lessee:

Massachusetts Bay Transportation Authority
Ten Park Plaza

Boston, MA 02116

Attention: Treasurer-Controller

Lessor:

Security Pacific Equipment Leasing, Inc.
Four Embarcadero Center
Suite 1200

San Francisco, CA 94111

Attention: Manager, Operations Department—LEv
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A description of the equipment covered by the Documents
follows:

34 commuter rail coaches manufactured by
Messerschmitt-Bolkow-Blohm GmbH (the
"Manufacturer") pursuant to the Purchase
Agreement, dated August 7, 1985, as amended,
between the Manufacturer and Massachusetts
Bay Transportation Authority ("MBTA") and
identified by MBTA vehicle identification
numbers 500 through 516, inclusive, and 1500
through 1516, inclusive.

A fee of $20.00 is enclosed. Please return the original
and any extra copies not needed by the Commission for recorda-
tion to Goodwin, Procter & Hoar, Exchange Place, Boston, MA
02109, Attention: F. Beirne Lovely, Jr., Esq.

A short summary of the Documents to appear in the index
follows:

(a) Primary Document. Lease Agreement between Security
Pacific Equipment Leasing, Inc., Four Embarcadero
Center, Suite 1200, San Francisco, CA 94111, as
lessor, and Massachusetts Bay Transportation Author-
ity, Ten Park Plaza, Boston, MA 02216, as lessee,
dated as of December 30, 1987, covering up to 34
commuter rail coaches manufactured by Messerschmitt-
Bolkow-Blohm GmbH; and

(b) Secondary Document. Lease Supplement No. 1, between
Security Pacific Equipment Leasing, Inc., Four
Embacadero Center, Suite 1200, San Francisco, CA
94111, as lessor, and Massachusetts Bay Transportation
Authority, Ten Park Plaza, Boston, MA 02116, as
lessee, dated as of December 31, 1987, covering 34
such commuter rail coaches constituting the equipment
covered by the Primary Document described above.

This filing is being made for precautionary purposes only
and to make the transaction a matter of public record. This
filing should not be construed as evidence of the intent of any
of the parties to enter into any transaction other than that of
a true lease.
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A short summary of the transaction of which the Documents
are a part follows:

The Documents have been entered into in con-
nection with the leveraged lease financing of
certain commuter rail coaches as contemplated
by the Participation Agreement, dated as of
December 30, 1987, among Massachusetts Bay
Transportation Authority (the "Lessee"),
Security Pacific Equipment Leasing, Inc., as
owner (the "Lessor"), New England Merchants
Funding Corporation, as original noteholder
(the "Original Noteholder") and Wilmington
Trust Company, as Indenture Trustee (the
“Indenture Trustee"). Under such
transaction, the Lessor will lease up to 34
such commuter rail coaches to the Lessee
pursuant to the Lease, and the Lessor will
borrow certain moneys from the Original
Noteholder. Such borrowings will be evi-.
denced by Notes issued and secured pursuant
to the Trust Indenture and Security Agree-
ment, dated as of December 30, 1987, between
the Lessor and the Indenture Trustee. The
initial holders of the Notes is the Original
Noteholder.

The names and addresses of the other parties to such
transaction are:

Original Noteholder:

New England Merchants Funding Corporation
28 State Street

Boston, MA 02109

Atten: Halsey B. Collins, Esq.

Indenture Trustee:

Wilmington Trust Company

Rodney Square North

Wilmington, DE 19890

Attention: Corporate Trust Administration

Please acknowledge receipt of this letter of transmittal
and its enclosures by appropriately stamping the enclosed copy
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of this letter and by returning it to Mr. Lovely in the
addressed envelope enclosed for your convenience.
Very truly yours,

Massachusetts Bay
Transportatlon Authority

P

Namé Gregory C. Flynn
Title: Deputy|General
Coungpl

Enclosures: Lease (with Exhibits and Schedule) - Original and
Notarized Copy
Lease Supplement (with Annex 1) - Original
and Notarized Copy
Transmittal Letter (Copy)
Check ($20.00)
Return Envelope (Postage Prepaid)

vVs-1202/4
12/30/87



MBTA/MBB
Lease

All right, title and irnterest in and to this Lease
Agreement and the Equivment covered hereby on the rart of
Security Pacific Equiovment Leasing, Inc., as Lessor, have been
assigned to and are subject tc a security interest in favor of
Wilmington Trust Company, as Indenture Trustee, under the Trust
Tndenture and Secur:ity Aqreement, dated as of December 30, 1987
(as such Trust ndenture and Security Agreement may be amended
or supviemented as permitted thereby), for the benefit of the
Noteholders referred to in such Trust indenture and Security
Agreement. This Lease Agreement has been executed in several
counterparts. Only the original counterpart contains the
receipt therefor executed by Wilmington Trust Company, as
Indenture Trustee, Mortgagee, on the signature page therecf.
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LEASE AGREEMENT ‘ .
(ITERSTATE COMMERCE COM Wisei

Dated as of December 30, 1987
Between

SECURITY PACIFIC EQUIPMENT LEASING, INC.,
Lessor,

and

MASSACHUSETTS BAY TRANSPORTATION AUTHORITY,
Lessee.

Leveraged Lease Financing of

34 Messerschmitt-Bolkow-Blohm Commuter Rail Coaches
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LEASE AGREZIMENT

This Lease Agreement is dated as of December 30, 1987, and
is between Security Pacific Zquipment Leasing, Inc., a Delaware
corporation (the "Lessor"), and Massachusetts Bay Transportation
Authority, a bedy politic and corporate and a political subdi-
vision of The Commonwealth of Massachusetts (the "Lessee").

The Lesscor and the Lessee agree as follows:

ARTICLE 1
DEFINITIONS

1.1. Certain Terms. The capitalized terms used hereirn
which are defined in, or by reference in, Schedule X annexed
hereto and by this reference incorporated herein, as such
capitalized terms may be amended from time to time in
accordance with Section 21.1, shall have the meanings specified
therein whether or not such terms are defined hersin,

1.2. Rules of Construction. Words of the masculine and
feminine genders shall be deemed and construed to include the
neuter gender. Unless the context otherwise indicates, the
singular number shail include the plural number and vice versa,
and words importing persons shall include corporacions and
associations, including pubiic bodies, as well as natural
persons. Whenever reference is made in this Lease to ary
agreement, instrument or document, the same shall (unless the
context otherwise requires) mean and refer to such agreement,
instrument or document as amended and in effect at the relevant
time of reference thereto.

ARTICLE 2

ACCEPTANCE UNDER PURCHASE AGREEMENT AND LEASE;
PURCHASE OPTION; RENEWAL OPTION; APPRAISALS

2.1. Acceptance Under Purchase Agreement and Lease.

(a) The Lessor, subject to there having been made
available to the Indenture Trustee funds sufficient for full
payment of Lessor's Purchase Price for such items of Equipment
in accordance with the terms of Section 2 of the Participation
Agreement and satisfaction or waiver of the conditions set
forth in Section 5 of the Participation Agreement, hereby
agrees to accept delivery from the Lessee pursuant to the
Warranty Bill cf Sale and pay the Lessee for each item of
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Equipment delivered by the Lessee to the Lesscr on the Delivery
Date pursuant to the Participation Agreement and simultaneously
to lease the same o the Lessee hereunder. The Lessee, subiect
to the satisfaction or waiver of the conditions set forth in
Section 6 of the Participation Agreement applicable to the
Lessee, hereby agrees, expressly for the direct berefit of the
Lessor and the Original Noteholder, simultaneous.y to lease on
the Delivery Date from the Lesscr hereunder, such items of
Equipment, which shall have been accepted by the Lessee
hereunder as evidenced by the execution by the Lessor and the
Lessee of a Lease Supplemen:t leasing such items of Equipment
hereunder, provided that the Lessor and the Lessee shall have
no further obligation hereunder with respect to any items of
Equipment if the Delivery Date shall not have occurred on or
before December 31, 1987.

(b) The Lessee hereby acrees (i) to accert and pay fcr the
Equipment pursuant to the Purchase Agreement on or before the
Delivery Date and (ii) to sell and transfer the Equipmen: <o
the Lessor on the Deiivery Date. Such sale and transfer to the
Lessor shall be made by the execution and delivery of a
warranty bill of sale in the form of Zxhibit L to the
Participation Agreement.

2.2. Return.

(a) Unless the Lessee exercises its purchase ind/or a
renewal option pursuant to Sections 2.3 and 2.5, at the
expiration of the Basic Term or, if appliicable, a Renewal Term
or upon the earlier termination of this Lease pursuant %o
Article 12 or 13 hereof, the Lessee shall, at its cwn risk and
experse, return all but not less than all items cf Equipment
then subiect to this Lease to the Lessor at storage faciiities
of the Lessee designated by the Lessee, but reasonably
satisfactory to the Lessor.

(b) Upon any return of any item of Equipment to the
Lesscr, the Lessee shall de:iver to the Lessor all logs,
manuvals, certificates, data and inspection, modification and
overhaul records which have been maintained with respect to
such item of Equipment. ‘

(c) The Equipment at the time when it is returned to the
Lessor at the end of the Basic Term or any Renewal Term, or
pursuant to Section 13, shall be in good operating concéition
(commercially usable by other commuter rail operators) and
appearance, ordinary wear and tear excepted, shall be in the
configuration and condition regquired by Sections 5 and 6, shall
meet the standards then in effect under the Interchange Rules
of the Asscciation of American Railroads (if applicable) and/or
the applicable rules of any governmental agency or other
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organization havirg jurisdiction, and shall be free and clear
of all Liens and all rights, claims and interests of others,
excepting Lessor Liens and the Lien of the Indenture.

{d) Upon the expiration or termination of the iease of any
item of Equipment hereurnder, the Lessee will provide storage of
such Equipment beyond the term cf the Lease, for a period noct
exceedinc 90 days, at the Lessor's risk and (except wizh
respect to storage charges) expense; provided, howewver, <hat
upon an Event of Default hereunder the Lessee will provide
storage of such Equipment solely at the Lessee’'s risk and
expense but only for a period not exceeding ninety (90) days
after receipt by the Lessor of a notice from the Lessee to
remove the Equipment. Ninety (90) days following receirt by
the Lessor of a notice to remove the Eguipment all risx and
expense associated with the stcrage of the Zquioment shall ke
borne solely by the lessor.

(e) Subject to and without diminution cf the Lessee's
obligations under Section 2.2(d) or any other provision of this
Lease, upon the expiration or termination of the lLease cf any
item of Equipment hereurnder but prior to the later of the
return of such item cf Eguipment or the expiraticn 9of any
period during which such itcem of Equipment is stcred pursuant
to Section 2.2(d), the Lessee shall, upon the Lessor's written
request, perform such work on such item of Egquipment as the
Lessor may reasonably reguest, to the extent reasonably possi-
ble withcut disruption to the Lessee's normal operations or its
preexisting commitments (if any); provided, hcwever, that th
foregoing shall not be construed to extend the Lessee s storacge
obligation beyond the 90 days referred to in Section 2.2(d).
The Lesscr shall reimburse the Lessee for such worx at rea-
sonable rates.

2.3. Purchase Option. Not fewer than 270 days prior to
the end of the Basic Term or of either Renewa: Term, as the
case may be, the Lessee may deliver to the Lessor a written
notice of the Lessee's tentative interest to purchase all (but
not less than all) items of Equipment then subject to this
Lease at a price equal to, (A) in the case of a purchase at the
end of the Basic Term, <the lesser of (i) 60% of the Lesscr's
Purchase Price of such items of Equipment and (ii) the fair
market sales value therecf determined as provided telow or (B)-
in the case of a purchase at the end of either Renewal. Term,
the fair market sales value therecf determined as provided
below. The fair market sales value of the Equipment shall ke
determined in accordance with the procedures set forth in
Sections 2.4 and 2.6. On or prior to the earlier of the day
which 1s (i) 180 days before the end of the Basic Term or of
either Renewal Term, as the case may be, and whether or nct the
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fair market sales value of the Equipment has been determined as
provided in Section 2.6, or (ii) 45 days after determination of
the fair marxet sales value of the Equipment as precvided in
Section 2.6, the Lessee may deliver to the Lessor a further
written notice finaily electing to purzchase the Equipment Iin
accorcdance with its previous tentative election, and such elec-
tion shall be irrevocable. At the end of the Basic Term or the
applicable Renewal Term, as the case may be, if the Lessee has
elected to purchase the Equipment as aforesaid and no Default
or Event of Default hereunder has occurred ané is continuing,
the Lessor shall Transfer the Equipment to the Lessee against
payment by the Lessee of the purchase price in same day funds
and the Lessor shall execute andé deliver such documents evi-
dencing such sale2 and Transfer as the Lessee shall reascnably
regques=, but, in any event, by Bill of Sale providing <hat the
Equipment is transferred and ccnveyed 'AS IS, WHERE IS”. THE
LESSOR HAS NOT MADE AND SEALL NOT MAKE ANY REPRESINTATION, WAR-
RANTY JR COVENANT, EXPRESS QR IMPLIZD, WITH RESFICT TO THE MER-
CHANTABILITY, CONDITION, QUALITY, DURABILITY, DJESIGN, OPERA-
TION, FITNESS FOR A PARTICULAR PURPOSE OR USE, OR SUITABILITY
OF THE PURCHASE EQUIPMENT, AND SHALL TRANSFER ALL OF ITS XIGHT,
TITLE AND INTEREST IN SUCH ITEMS OF ZQUIPMENT TQ THE LESSEE 'AS
IS, WHERE IS", WITHOUT WARRANTY, EXPRESS QR IMPLIED, excert
that the Lessor will warrant to the Lessee that the Zquipment
is free and clear of Lessor Liens.

2.4, Fair Market Sales Value. For purposes c¢f this Arti-
cle 2 and Sections 10.1(b) and 13(d), the "fair market sales
value" of the Equipment, or any item, as of ary date sha:l be
the cash price that would be obtained in an arm's-length tran-
saction between an informed and willing buyer (including a
lessee currently in possession but not including a used egquip-
ment dealer or buyer of scrap) under no cecmpulsion to buy, and
an informed and willing seller under no compulsicn to sell.
Fair market sales value shall not inciude the cost of remcval
or delivery of the Equipment. In determining fair market sales
value, it shall be assumed that the Lessee has complied with
all of the terms, provisions and conditions of this Lease and
that the Equipment is in the condition and configuration
required upon return to the Lessor.

2.5. Renewal Options; Fair Marke= Rental Value.

(a) At the end of the Basic Term the Lessee may renew the
Lease of all (but not less than all) of the Eguipment then sub-
ject to the Lease for a renewal term {(the "first Renewal Term")
of three years. At the end of the first Renewal Term the
Lessee may renew the Lease of all (but not less than ail) of
the EZquipment then subject to the Lease for a renewal term (the
"secord Renewal Term") of seven years. The rent for the first
Renewal Term shall be equal to the lesser of (i) 50% of the
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average Basic Rent over the Basic Term and (ii) the fair market
rental value of the Equipment. The rent for the second Renewal
Term shall be equal to the fair market rental value of the
Equipment. The first Renewal Term shall commence upon the
expiration of the Basic Term, and the second Renewal Term shall
commence on the day after the expiration of the first Renewal
Term. Not fewer than 270 days prior to the end of the Basic
Term or the first Renewal Term, as the case may be, the Lessee
may deliver to the Lessor a written notice of the Lessee's
tentative interest to renew the Lease. The fair market rental
value of the Renewal Equipment shall be determined in
accordance with the procedures set forth in Section 2.6. On or
prior to the earlier of the day which is (a) 180 days before
the end of the Basic Term or the first Renewal Term, as the
case may be, and whether or not the fair market rental value of
the Renewal Equipment has been determined as provided in
Section 2.6 or (b) 45 days after determination of the fair
marketr rental value of the Equipment as provided in Section
2.6, the Lessee may deliver to the Lessor a further written
notice finally electing to lease the Equipment in accordance
with its previous tentative election, and such election shall
be irrevocable. At the end of the Basic Term or the first
Renewal Term, as the case may be, if (i) the Lessee has finally
elected to lease the Equipment as aforesaid, (ii) no Default or
Event of Default hereunder shall have occurred and be
continuing (unless the Lessor, in its sole discretion, shall
have waived this condition), (iii) a new contract for financial
assistance with respect to Renewal Rent substantially in the
form of the Contract for Financial Assistance shall, in the
opinion of counsel for the Lessee, have been duly authorized,
executed and delivered by the Commonwealth and the Lessee and
shall be in full force and effect, and an executed counterpart
thereof shall have been delivered to the Lessor, (iv) an
assignment by the Lessee of such new contract for financial
assistance and of the Lessee's rights to receive the payment of
money under the Contract Assistance Provisions substantially in
the form of the Lessee's Assignment shall have been duly autho-
rized, executed and delivered by the Lessee and shall be in
full force and effect, and an executed counterpart thereof
shall have been delivered to the Lessor, and (v) counsel for
the Lessee reasonably satisfactory to the Lessor shall have
delivered to the Lessor an opinion to the effect that after
giving effect to the renewal and after taking into account the
effect of the protections afforded to the Participants by the
Contract Clause of the United States Constitution, the credit
support of the Commonwealth in respect of the Lessee as pro-
vided by the Contract for Financial Assistance and the Contract
Assistance Provisions remains substantially in full force and
effect, then the Lease shall be renewed for a Renewal Term with
respect to the Equipment. The Lessee shall pay Renewal Rent
with respect to the first Renewal Term in six consecutive
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semiannuail installments in arrears on each Rent Payment Date
during the first Renewal Term, commencing July 30, 2013 in the
case of the first Renewal Term, and shall pay Renewal Rent with
respect to the second Renewal Term in fourteen ccnsecuzive
semi-annual installments in arrears on each Rent Payment Date
during the second Rerewal Term, commencing July 30, 2016 in the
case of the second Renewal Term.

(b) The appraiser(s) shall pursuant to Section 2.6
determine the fair market rental value of the Renewal Equipment
on the basis of arm's-length negotiations between an informed
and w1111ng lesscr and an informed and willing lessee under no
compulsion to lease equipment comparable <o that being
apora'sea and nct subject to the Lease and upon. che aQSqu:l o
that such comparable equipment is in the conditicn and
configuration in which the Renewal Ecuipment is *nqulreﬂ -2 be
upon return <o the Lessor under this Lease and is loccated at
the then present locaticn of the Renewal Ecquipment resady for
delivery. In determining <he Zfair market rental value of the
Renewal Equipment, the arpraiser(s) shall also zake in%to
account the fair market sales value of the Renewal Zquiprent,
the number of years cf its remaining useful l.ife, the ime
value of mcrey and such cther factors (not including rental
rates under this Lease) as the appraiser(s) may deem
aporcpriate.

2.6. Appraisal Procedure. The fair market sales value cf
the items of Purchase Equipmen: in question or the fair marke:
rental value of the Renewal Equipment in question, as the case
may be, shall be mutually agreed upon by the parties =zo this
Lease. Upon the determination by either party to this Lease
that it and the other party to this _Lease are unable to agree
upon such fair market sales or rental value, such party (which
party shall be the _essee in the event the Lessor and the
Lessee have been unable to agree on such fair marketr sales or
rental value by the day which is 180 cays befcre the end of the
Basic Term cr Renewali Term, as the case may be) shall deliver
to the cther party a written notice appointing a recognized
independent appraiser to determine such fair market sales or
rental value. Within 30 days after receipt of such written
notice from one party to this Lease, the other party here=o
shall deliver to such party a written notice agpointing a
recognized independent appraiser selected by sucn other party
to determine such fair market sales or rental vaiue. The two
appraisers so appointed shall meet promptly to determine such
fair market sales or rental value of the Equipment (cr in the
event a party fails to appoint an appraiser within 30 days,
such determinations shall be made promptly, and in any case
within the next 20 days, by the aprraiser appoinfe‘ by such
other party). If two appraisers are selected by the Lessor and
the Lessee, and, within 30 days after the appointment of the
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second appraiser, the two aprraisers shall be unable to agree
upon such fair market sales or rental value, a third recognized
independent appraiser sha.l be chosen within five days
thereafter by the mutual consent of such first two appraisers
or if such first two appraisers f£ail to agree upon the
appcintment of a third appraiser within such five-day period,
such apoointment shall be made by the American Arbitration
Asscciation. The decision of the third appraiser so appointed
and chosen shall be given witrin a period of 30 cdays after the
selection of such third appraiser. Any decision in which the
first two appraisers so appointed and acting hereunder concur
(or, in the event that a seccrnd appraiser is not appcinted as
provided in this Section 2.6, the decision of the first
appraiser appointed pursuant to this Section 2.6) shall in all
cases be binding and conclusive upon the Lesscr and the Lessee
and, in the event that a third appraiser is appointed as
aforesaid, the appraisal cf such third appraiser shall in ail
cases be binding ané conclusive on the Lesscr and the _essee.
In any appraisal pursuan+t to Secticns 2.3, 2.5 and 19.2(b), <he
Lessor and the Lessee each sha:l pay the fees and expenses of
the appraiser appcinted ry it and shall share equally the fees
and expenses 0of the third appraiser, if any; provided, -rcwever,
that If Lessee elects to purchase the Eguipment or to renew th
Lease for a Renewal Term and has sent written notice to that
effect to the Lessor pursuant to Section 2.3 or Secticn 2.3,
the fees and expenses of the appraiser appointed by the Lessor
and the fees and expenses of a third appraiser, if any, shall
be borne solely by the Lessee but only if the Lessee revokes
its election to purchase the Equipment or renew the Lease. In
any appraisai pursuant <o Section 13(d), the fees and expenses
of all appraisers appointed hereunder shall be paid soiely by
the Lessee.

ARTICLE 3
DISCLAIMER OF WARRANTIES

THE LESSOR LEASES THE EQUIPMENT EEREUNDER "AS IS" AND
NEITHER THE LESSOR, THE INDENTURE TRUSTEEZ NOR ANY PARTICIPANT
HAS MADE OR SHALL BE DEEMED TO HAVE MADE ANY REPRESEINTATION OR
WARRANTY, EXPRESS OR IMPLIED, AS TO THE TITLE, VALUE,
CONDITION, DESIGN, OPERATION, MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE OR USE OR SUITABILITY OF ANY ITEM OF
EQUIPMENT, AS TO THE ABSENCE OF LATENT OR OTHER DEFECTS,
WHETHER OR NOT DISCOVERABLZ, AS TO TIHE ABSENCE OF ANY
INFRINGEMENT OF ANY 2PATENT, TRADEMARX OR COPYRIGHT, AS TO THZ
ABSENCE OF OBLIGATION BASED ON STRICT LIABILITY IN TORT., OR AS
TO THE QUALITY OF THE MATERIAL OR WORKMANSHIP OF THE EQUiIzMENT
OR ITS COMPLIANCE WITH APPLICABLE GOVERNMENTAL XEQUIREMENTS OR
REGULATIONS OR ANY OTHER REPRESENTATION OR WAKRANTY WHATSOEVER,
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EXPRESS OR IMPLIED, WITH RESPECT TO ANY ITEM OF EQUIPMENT,
except that the Lessor warrants and represents that on the
Delivery Date each item of Eguipment sha:l be free 0of Lessor
Liens.

THE LESSEE HEREBY WAIVES TO THE EXTENT NOT PROHIBITED BY
APPLITZABLE LAW AS AGAINST ANY PAXRTICIPANT AND THE LESSOR ALL
RIGHTS IN RESPECT OF WARRANTIES, EXPRESS OR IMPLIED, ARISING BY
LAW OR QOTHERWISE WITH RESPECT TO ANY ITEM OF EQUIPMENT LEASED
UNDER THIS LEASE AND ALL CLAIMS AGAINST ANY PARTICIPANT OR THE
LESSOR ARISING QUT OF OR IN CONNECTION WITH THE CONDITION,
DESIGN, OPERATION, SPECIFICATION OR PERFORMANCE OF ANY ITEM OF
EQUIPMENT INCLUDING, BUT NOT LIMITED TO, (1) ANY IMPLIED
WARRANTY OF MERCHANTABILITY OR FITNESS THEREOF TOR A 2ARTICULAR
PURPOSE OR USE OR SUITABILITY, (2) ANY IMPLIED WARRANTY THEREOF
ARISING FROM COURSE OF PERFORMANCE, COURSE OF DEALING CR ISACGE
OF TRADE, (3) ANY OBLIGATION, DUTY, LIABILITY, RIGHT, CLAIM OR
REMEDY IN TORT WHZTHER OR NOT FOUNDED IN STRICT ZIA3SILITY IN
TORT AND (4) FOR ANY OTEER DIRECT, INCIDENTAL OR CONSEQUENTIAL
DAMAGZS except as otherwise provided in the Parcicipaticn
Agreement.

None of the provisions cf this Article 3 or any other
provision cf this Agreement snall be deemed to amend, mcdify or
otherwise affect the represen<ations, warranties or other
obligations (express or implied) of the Manufacturer or any
subcontractor or suppiier of the Manufacturer, with reszect to
any item of Equipment or to release the Manufacturer or any
such subcontractor or supplier from any such representation,
warranty or opligation.

ARTICLE 4
POSSESSION OF EQUIPMENT, FURTHER ASSURANCES

4.1. Insignia; Further Assurances.

(a) Upon delivery cf Equipment, the Lessee shall fasten or
cause to be fastened anc maintained in a clearly visible
location, on each item of Egqguipment, metal nameplates
identifying the interests cf the Lessor, and, so iong as the
Equipment shall remain subject to the Indenture, the interest
of the Indenture Trustee, in and to such Equirment as follcws:

THIS COACH IS LEASED FROM
SECURITY PACIFZC EQUIPMENT LEASING, INC.,
AS LESSOR
AND IS SUBJECT TO A SECURITY
INTEREST IN FAVOR OF
WILMINGTON TRUST COMPANY
AS INDENTURZ TRUSTZE, MORTGAGEE
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The Lessee will not aliow the name of any Perscrn other than
the Lessor and the Indenture Trustee to be placed on any item
of Equipment leased hereunder as a designation that might be
interpreted as a Lien thereon or as a claim of ownership;
provided, that the Lessee may cause the Equipment leased
hereunder to be lettered and otherwise marked in an appropriate
manner f£or convenience of identification of the interest
therein of the Lessee or of any sublessee permitted under
Section 4.2.

The Lessee will not change the road number of any item of
Equipment unliess and until (i) a startement of new number cr
numbers to be substituted therefor shall have been filed with
the Lessor and the Indenture Trustee and filed, recorced and
depcsited by the Lessee in all public offices where this Lease
shall have been filed, recorded and depcsited and (il) the
Lessee shall have furnished to the lLesscr and the Indenture
Trustee an opinion of ccunsel t¢ the effect that such statement
has been so filed, recorded and cdepcsiteé, such filing,
reccrdaticn and depcsit wiil protect the Lessor s and the
Indenzure Trustee s interest in such izem and no f£iling,
recording, deposit cr giving notice with ¢r to any other
Federal, state of lccal government or agency thereof 1is
necessary tTo protect the interests of the Lessor and the
Indenture Trustee in such item.

(b) The Lessee will promptiy and culy execute and celiver
such further documents and assurances and taxe such further
action as the Lessor or the Indenture Trustee may from time <o
time during the term of this Lease reascnably request or as may
be necessary or appropriate in order more effectively to carry
out the intent and purpose of this Lease (and, so long as any
Notes are outstanding, the Indenture) and to estatlish and
protect the rignts and remedies created or intended to be
created in favor of the Lessor or the Indenture Trustee,
including, without limitation, at the expense of zhe Lessee,
the execution and delivery of supplements or amendments hereto
and thereto, in recordable form, subiecting any replacement or
substituted Equipment to this Lease and the recording or filing
of counterparts hereof, or of financing or continuation
statements with respect hereto, in accordance with the laws of
such jurisdictions as the Lessor may reascnably deem advisable.

(c) The Lessee agrees, for the benefit of the Lesscr, to
comply in all respects (including, without Iimitation, with
respecs to the use, maintenance and opveraticn of each item cf
Equipment) with all laws of the jurisdictions in which it
operations involving the items of Equipment may extend, with
the interchange rules of the Association of American Railroads
and with all lawful rules of the Department of Transportation,
the Interstate Commerce Commission and any cther legislative,
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executive, administrative or judicial body exercising any power
or jurisdiction over the items of Zquipment, to the extent thact
such laws and rules are applicable to Lessee and affect the
title, operation or use of the items of Zquipment or are
necessary to comply with health, safety or environmental
standards as more fully described in Section 4(4) of the
Internal Revenue Service Rev. Proc. 75-21, as modified by Rev.
Proc. 79-48, and in the event that such laws or rules require
any alteration, replacement or addition of or to any part of
any item of Equipment, the Lessee wiil conform therewith at its
own expense; provided, however, that the Lessee may at its own
expense, in good faith, contest the validity or application of
any such law or rule in ary reascnable manner if in the
reasoraeble opinion of the Lesscr, such contest will not
adversely affect the property or rights of the Lesscr under
this Lease.

4.2. DPossession; Sublease. The Lessee may sublease all or
any portion of -he Zquipment ané therely transfer cr relincuish
possession of any item cf EZquipment, proviced that (i) no Event
of Default shail have occurred anc¢ be cecntinuing, (ii) the stb-
lease and any transfer of the EZguipment pursuant thereto shall
not adversely affect the Lien of the Indenture con the Zguip-
ment, and (iii) the sublease and any transfer pursuant thereto
of the Equipment do not in the reasonable opinion of any Par-
ticipant impair the Contract Assistance Provisions cr the Con-
tract for Financial Assistance. The Lessee may alsc, without
the prior written consent of the Lessor: transfer possession
of any item of Equipment for delivery thereof to the manufac-
turer thereof for testing or other similar purposes or <o any
organization for service, repair, maintenance 'cr overhaul wecrk
on such item of Equipment, or any Part therecf, or for alizera-
tions or modification in or additions to such item of EZgquipment
to the extent required or permitted by the terms cf Article 6;
provided, however, that: (1) the rights of any transferee who
receives possession by reason of a transfer permitted by this
Section 4.2 shall be subject and subordinate to, and any sut-
lease permitted by this Section 4.2 shall be made expressly
subject and subordinate to, all the terms of this Lease and the
Indenture including surrender of possessicn of each item cf
Equipment upon a termination of this Lease and the right to
repossession pursuant to Article 13 and the avoidance of such
sublease upon such repossession, (2) the Lessee shall remain
primarily liable hereunder for the perfcrmance of and compii-
ance with all of the terms and provisions of this Lease to the
same extent as if such sublease or transfer had not cccurred
and (3) without limiting the effect ¢f the preceding clause
(2), any such sublease shall include apprcpriate provisicns
(whether by requiring such obligations to be performed Dy <he
sublessee, the Lessee, or both) for the operation, location,

10
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maintenance, insurance and return of any item of Equipment
reo

1D
subieased thereby in accordance with the terms he £,

4.3. Reports by Lessor. The Lessee will prepare and
de.iver to the Lessor within a reasonable time prior to the
required date of fiiing (cr, to the extent permissible, file on
beralf of the Lessor) any and all reports {(other than iIncome
tax returns) to be filed by the Lessor with any Federal, state
cr other regulatory authorlty by reason of the ownership by the
Lessor of the items of Equipment or the leasing thereof to the
Lessee.

ARTICLE S

MAINTENANCE AND OPERATION
OF EQUIPMENT; RXEPLACEMENT OQF PARTS

5.1. Ma '.-eua"ce. ouring the Lease Term and the storage
period referred to in Section 2.2(d), the Lessee, at its sole
cost and expe:se, shall maintain, inspect., service, repair,
overhaul and test, cr cause the same to be done to, each item

of Fau*pment so as tc keep such Item of Eguirment in good
operating condition, ordinary wear and +«ear from the careful
and proper use therecf excepted, and in conformity w;-h the
operating, running, mainterance ani heavy repair maruals,
instructions and service bulletins furnished by the
Manufacturer or by any subcontractor or supplier of the
Manufacturer and in accordance with the Lessee's standard
practices for similar equipment {irciuding, without limitation,
the Lessee's maintenance program for the Egquipment, as frcm
time to time in effect). The Lessee shall maintain all
records, logs and other materiais regquired by all governmerntal
authorities to be maintained in respect of the Eguipment ard
shall prompzly furnish to the Lessor upon the Lessor's reguest
such information as may be required to enable the ZLessor to
file any reports required to be filed with any governmental
authority as a result of the Lessor's interest in the Equipment.

5.2. Operat:ions.

(a) The Lessee shall not permit any item of Equipmen: to
be maintained, serviced, repaired, overhauled, tested, used or
operated in violiation of any law or any rule, regulation or
order of any goveramental authority having Zurisdiction, or in
violation of any license or regulaticn relating to any item of
Equipment issued by any such authority; provided, that the
Lessee may in good faith (after having delivered to the Lessc
and the Indernture Trustee an Officer s Ce*tlflcate stating *he
facts with respect thereto) contest the validity therecf in any
reasonable manner which dces nct adversely affect the Lessor or

11
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the interests of the Noteholders or jeopardize the Lien of the
Indenture and which is consistent with and does not impair the
continuance in full force and effect of any insurance regquired
to be maintained pursuant to Articlie 9. 1In the event that any
such law, ru.e, regulation or order requires alteration of any
item of Equipment, the Zessee will conform thereto or obtain
conformance therewith at no expense to the Lessor and will
maintain such item of Equipment in proper operating condition
under such laws, rules, regu:ations and orders; provided, that
the Lessee may in good faith (after having deiivered =o the
Lessor and the Indenture Trustee an Officer's Certificate
stating the facts with respect thereto) contest the validity
thereof in any reasonable manner which does not adversely
affect the Lesscr or the interests cof the Indenture Trustee or
the Noteholders or jeopardize the Lien of the Indenture and
which is ccnsistent with any insurance required <o be
maintained pursuant to Article 9.

The Lessee agrees that (i) it will nct operate or locate
any item of Eguipment, or suffer any item of Equipment to >e
ocperated or located, in any area or on any route or in any
manner excluded from coveracge by any insurance required by the
terms of Article 9 or which might impair the Lien of the
Indenture and (ii) it will not operate the Equipment if any
Event of Defauit under Article 12(d) shall have occurred and be
continuing.

(b) The Lessor agrees to take such reasonable actions as
may be appropriate to comply at the Lessee's request and
expense with all laws, rules and regulaticns applicable to the
Lessor and necessary to maintain the operation of the Equipment
to the extent that such actions cannot be taken dy the Lessee
on behalf of the Lessor.

5.3. Rep.acement of Parts. The Lessee, at its sole ccs:
and expense, will promptly replace all Parts which may from
time to time become worn out, lost, stolen, destrcyed, seized,
confiscated, damaged beycnd repair or permanently rendered
unfit for use for any reason whatsoever. In additicr, the
Lessee may., at its sole cost and expense, remcve in the
ordinary course of maintenance, service, repair, cverhaul or
testing, any Parts, whether or not worn out, lost, stolen,
destroyed, seized, confiscarted, damaged beyond repair or
permanentily rendered unfit for use, provided that the Lessee
will at its sole cost and expense repiace such Parts as
promptly as possible. All repliacement Parts immecdiately prior
to installation on the Equipment shall be free and clear of all
Liens (except for Permitted Liens) and shall be in as good
operating condition as, and shall have a value and utility at
least equal to, the Parts replaced, assuming such replaced
Parts were in the condition and repair required to be

12
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maintained by the terms hereof; provided, that the Lessee shall
have the right to install temporary rep lacement Parts perding
completion of permanent repairs or installation of permane"g
repracement Parts, in which event the Lessee shall inscall
permanent replacement Parts to meet such reguirements as soon
as reasonably possible and in any event prior <o the
termination of the Lease Term. Subject to Article 6, all Parts
at any time removed from any item of Equipment shall remain the
property of the Lessor and subject to this Lease, no matter
where located, until such time as such Parts shall be replaced
by Parts which have been incorporated or installed in or
attached to the item of Equiprent from which such replaced
Parts were removed and which meet the requiremen%s £o
replacement Parts specifiec above. Immediatel Yy upor any
replacement Part beccming incorporated or installed in or
attacrhed to such item of Equipment as adove provided, without
further acz, {(a) title tc such rep.acement Part shall <hereupcen
vest in the Lesscr, (b) such replacement Part shall become
subject to this Lease and ke deemed part of such item of
Equicment for all purposes herecf to the same extent as th

Part originally incorporated cr installed in or attached <o
such item cf Zquipment and (c¢) title to the replaced Par=t shall
thereupon vest in the Lessee, free and clear of all rights of
the Lessor, and shail no longer be deemed a "Part" hereunder.
The Lessee, at its sole cost and expense, will take such acticn
as may be necessary or appropriate to create, maintain cr
preserve the Lien of the Indenture with respect to such
replacement Parts.

TICLE 6
ALTERATIONS, MODIFICATIONS AND ADDITIONS

The Lessee, at its sole ccst and own expense, will make
such alterations and modifications in and additions to the
Equipment as may be required from time to time (regardless upon
whom such requirements are by their terms nominally imposed) to
meet all requirements of Applicabie lLaw; provided, tha: Lessee
may in good faith (after having delivered to the Lessor an
Officer's Certificate stating the facts with respect theretc)
contest the validity of such reguirements in any reasonatle
manner which does not adversely affect the Lessor or the
interests of the Indenture Trustee or the Noteholders or
jecpardize cthe Lien of the Indenture and which is cocnsisten
with and does not impair the continuance In full force an
effect of any insurance required to be maintained pursuant to
Article 9. In additicn, the Lessee, at its cwn expense, may
from time to time make such alterations and modificazions 1in
and additions to any item of Equipment as the Lessee may deem
desirable in the proper conduct of its business, including

13
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removal of Parts (herein called "Obsolete Parts”) which the
Lessee deems obsolete or no longer appropriate or suitable for
use in the Equipment; provided (a) that no such alteration,
modification, remcval or addition changes the basic use or
function of the Equipment or diminishes the value, utility or
condition of such item of Equipment below the value, utility
and condition therecf immediately prior to such alteration,
modification, removal or addition if such item of Equipment
were then in the condition required <o be maintained by the
terms of this Lease and (b) that each such aiteration,
modification, removal and addition is dore in compliance with
the Advance Ruling Guideiines of the Interrai Revenue Service
set forth in Revenue Procecdures 735-21 and 79-48. Except as
otherwise set forth in the next succeeding sentence, title to
all appliances, parts, iInstruments, appurtenances, accesscries,
furnishings arnd cther equipment of whatever nature {(:th
"Addizions") incorporated or insta.led in or attached to or
adcéed =c such item of Egquipment as <he result of such
alteration, modification or addition shal:i, withcut fu
act, vest in the Lessee if the Additions can be readily r
from such item of Ecuipment without diminishing cr impairing
the wvaiue, utility or condition which such item of Egquipmen
would have had at such time had the alteration, mod:ficazion,
or addition not occurred. Title to (i) all Additions which
cannot be so removed, (ii) replacement Parts referred to in
Section 5.3, (iii) any and all parts instal:ed on and additions
and replacements made to any item of Equipment which are
required for the operation or use of such item of Equipment by
the Interchance Rules cf the Association of American Railrcads
(1f applicable) or by the applicable regulations of the
Department of Transportation, the Interstate Commerce
Commissicn or any other apvplicable regulatcry zody, and (iv)
Additions intended to enhance the performance or cperaticn of
any item of Equipment shall, withcut further act, vest in the
Lessor and become subject to this Lease, prcvicded, that so long
as no Default or Event of Default shall have cccurred and ke
continuing, the Lessee may, at any time during the Lease Term,
remove any Addition from such item of Equipment, provided that
(a) such Additicon is in additicn to, and rot in replacement 3£
or substitution for, any such item of Egquipment, (b) such
Addition is not required to be incorpcrated or installed in or
attached or added to such item of Equipment pursuant to the
terms of Section S.1 or Section 5.3 or the first sentence cf
this Article 6, and (c) such Addition can be readily removed
from such item of Equipment without diminishing or impairing
the wvalue, utility or condition which such item of Zquipment
wculd have had at such time had such alteration, modification,
or addition not occurred. Upon the removali by the Lessee cf
any Addition as above provided, title thereto shall, withourt
further act, vest in the Lessee ard such Addition shall no
longer be deemed a "Part"” hereunder. Any Addition not remcved

14



MBTA/MBB
Lease

by the Lessee as above provided prior to the return of such
item of Equipment to the Lessor hereunder shall remain the
property of the Lessor.

The Lessor shall not bear any liability or cost for any
alteration, modification or adéition to any item of Equipment.

ARTICLE 7
LIENS

The Lessee will not directly or indirectly create, incur,
assume or suffer to exist any Lien on cr with respect to any
item of Equipment, title theretc or any interest therein cr in
this Lease or the Rent or any cther payments provided for
hereunder excep: Permitted Liens. The Lessee will prompt.y, at
its own exrense, take such acticn as may be necessary duly to
discharge any Lien nct excepted above if the same shall arise
at any time.

The Lessor agrees that it will not (except as contemp.ated
by this Lease, Section 11 ¢of the Participation Agreement or the
Indenture) sell, transfer cr otherwise dispose of any item of
Equipment or interest therein; provided, aowever, that the
Lessor may enter into an agreement, subiect tTo the Lessee's
rights under Article 2, to sell or lease any item of Equipment,
such sale to taxke place or lease to commence after the end of
the Lease Term with respect to such item of Egquipment.

ARTICLE 8
RENT, LESSEE COVENANTS

8.1. Interim Term and Basic Term.

(a)(1l) The Lessee shtall pay Lessor Interim Rent in arrear
for the Interim Term on January 30, 1988 in an amount equal to
the percentage of the Lesscr's Purchase Price set forth on
Schedule 1 opposite such date.

(a)(2) The Lessee shall pay Basic Rent with respect to the
Basic Term in 50 consecutive semiannual installments in arrears
on each Rent Payment Date during the Basic Term. Subject to
adjustment as provided in this Section 8.1, Sections 8.5 anc
8.6 herecf and Section 8.9 cf the Particiration Agreement an
in the Tax Indemnity Agreement, each installment shall be in a
minimum amcunt equal to the applicable percentace of the
Lessor's Purchase Price as set forth in Schedule 1 for those
items of Equipment that are subject to this Lease on such Rent
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Payment Date. The Lessee acknowledges that Schecdule 1 is based
upon the minimum 8.875% interest rate applicable to and
contemplated in the Series A Notes. The Lessee agrees to pay
to the Lessor, as an additicnal component of the Basic Renz,
such amcunts, at such times, as are equali to the iIncreased
amounts of interest the Lessor is regquired to pay to the
holders of the Series A Nctes pursuant to items (ii) through
(vi) of the said Series A Notes.

The percentages set forth in Scheduie 1 and in Exhibit B
assume that Lessor's Cost will be egual to 103% of _essor's
Purchase Price, resulting in the Net Economic Return. If zhe
Lessor shall pay (or shall become obligated <o zay or cause ¢
be paid) an amount in excess of or less than 3.0% of Lesscr's
Purchase Price as payment of Transaction Costs (any amcunt in
excess 2f 3.0% paid cr sc to be paid by the Lesscr described in
this clause is referred to herein as an "Additional Invest-
ment"'; any amount less than 3.0% paid or so to e paid by :th
Lessor described in this clia:se is referred to herein as a "Re-
duced Investment"), then in such case {(but subject =c Section
8.2) the percentaces relating to Stipulated Loss Value and
Basic Rent will be appropriately adjusted on July 30, 1988 (and
from time to time thereafter, 1if necessary) by such amount or
amounts as sha.l be necessary tc preserve the Lesscr's Net Eco-
nomic Return. If the Lessor shalil make an Additional Invest-
ment or Reduced Investment as described above, the Lesscr shall
(a) notify the Lessee in writing of the occurrence cf such
event, (b) prcvide the _essee with revised percentages <o be
set forth in Schedule . and in =Zxhibit B, (c¢) confirm in wric-
ingy to the Lessee (certified by an officer cf the Lessor) that
the same assumpticns and methods of computaticn emploved in the
original calculations of Stipulated Loss Value and Basic Rent
were used in computing such revised percentazes and (4d)
describe in reasonable detail and in writing the calculations
and bases of computing such revised percentages. Promptly upon
such confirmation, the Lessor and the Lessee shall enter into a
Lease Supplement providing for an adjustment in the percentages
set forth in Schedule 1 and in Exhibit B pursuant to this Sec-
tion 8.1. In the event the Lessee believes that such revised
percentages were not correctly computed by or on behaif of che
Lesscr (including, withcut limitation, the belief that the
assumptions and methods used in calculating such revised per-
centages are not the same as those employed in the originail
calculations of Stipulated Loss Value, Interim Rent, and Basic
Rent), any conflict between the Lessor and the Lessee shall be
resolved by an independent accounting firm of reccgnized
national standing selected by the Lessor. The fees an
expenses of such procedure shall be paid as fellows: (1) if
the computations provided by such accounting firm are different
from the Lessor's computations and if the difference is in
favor of the Lessee computed on a present value basis
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(discounted at 10%, compounded semi-annually), such fees and
expenses shall be borne by the Lessor if such difference in
favor of the Lessee equals or exceeds 2% of the present value
(so computed) of the computations provided by or on behalf of
the Lessor, or (ii) otherwise by the Lessee.

(b) All amounts received by the Lessor pursuant to Section
3(d)(iv) of the Purchase Agreement Assignment shall be applied
by the Lessor as follows: (i) the Lessor's Portion shall be
retained by the Lessor and (ii) all amounts in excess of the
Lessor's Portion shall be promptly paid to the Lessee. For
purposes of this Section 8.1(b) the "Lessor's Portion" shall be
an amount determined by multiplying the aggregate of all
amcunts received Dy the Lessor pursuant to Section 3{(d)(iv) cf
the Purchase Agreement Assignment by a fracticn the numerator
of which is the difference between (i) the useful life of the
Equipment as set forth in the Appraisal and (ii) twenty-=ight
(28) years, and the dencminator of which is the useful life of
the Equiprent.

8.2. Payment cf Rent and Stipuiated Zoss Vaiue. Anything
contained in this Lease or the Tax Indemnity Agreement to the
contrary notwithstanding, {(x) each payment of Interim Rent or
Basic Rent payable on each Rent Payment Date shall in no event
be less than the installment c¢f principal and :nterest due and
payable cn the Notes cn such Rent Paymen:t Date, and (y) each
payment of Stipulated Loss Valiue pursuant <o Articie 10 shall
in no event be less than the principal amount of the Notes to
be redeemed, and interest due and payable <thereon, cn the date
of payment thereof (after giving effect to the payment of
Interim Rent or any instaiiment of Basic Rent paid on such
date). The Lessee shall pay all Rent hereunder free and clear
of all Taxes wizh respect to which the Lessee is required %o
pay an indemnity pursuant to Section 8.2 of the Participation
Agreement so that in no event shall any payment of Rent be less
than the amount which would have been paid had no such Taxes
been imposed.

8.3. Supplemental Rent; Interest on Overdue Rent. In
addition to its obligation to pay Interim Rent, Basic Ren: ang,
if renewed, Renewal Rent hereunder, the Lessee shall pay %o the
Lessor and/or to whoever shall be entitled thereto any and all
Supplemental Rent as and when the same shall become cdue an
owing, and, in the event of any failure on the par:t of the
Lessee to pay any Supplemental Rent when the same shall become
due and owing, the lLessor shall have all rights, powers and
remedies provided for nerein or at law or in eguity or
octherwise in the case of ncnpayment c¢f Interim Rent, Basic Rent
or, if renewed, Renewal Rent. The Lessee also agrees to pay %o
the Lessor, upon cemand, as Supplemental Rent, to the ex:tent
vermitted by Applicablie Law, interest at the Overcdue Interest
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Rate on (i) any part of any installment of Interim Rent, Basic
Rent and, if renewed, Renewa. Rent not paid when due for each
day for which the same shall be overdue, and (ii) any payment:
of Supplemental Rent (other than such interest) not raid when
due for each day for which the same shall be overdue. The
expiration or other rermination of the Lessee's obligation to
pay Interim Rent, Basic Rent or, if renewed, Renewal Renz
hereunder shall not limit or modify the obligations of the
Lessee with respect to Supplemental Rent. All payments of
Supplemental Rent that are required by any provisicn of the
Operative Documerts to be paid on an After-tax Basis shall have
been calculated and shall be paid on an After-tax Basis

8.4. Place of Payment of Rent; No Setcif, Counterciaim,
Etc. So 1o::g as Notes shall be outstanding ané to the extent
provided .nerelw and notwithstanding any orevisicn herecf <c
the contrary, all Renz, excert payments required by Sectiors
8.2 or 8.3 of the Parzicipation Aqree enz and payments regu iired
by the Tax Indemnity Agreement, payabie (and all amoun<ts pay-
able pursuant tc the pernultimate sentence of this Section 8.4¢)
at ary time when Notes shall be outstanding shall te paiéd by
the Lessee to the Indenture Trustee at its office at Wilmington
Trust Center, Rcdney Square North, Wilmington, Delaware 19890,
Attention: Corporate Trust Administration. Such paymencts
shall discharge the obligations of the Lessee to the Lesscr
hereunder to the extent cf such paywents. Each such payment to
the Indenture Trustee shall be accompanied by notice by the
Lessee as to the provisions of the Lease pursuant to which such
paymen=s is being made. All Rent payable after receipt by the
Lessee cf written notice from the Indenture Trustee stating
that the Indenture has been satisfied and dischargec shall be
paid by the Lessee to the Lessor at such account as shall
theretcfcore have oeen specified by the Lessor in a nctice
delivered to the Lessee. Each Xent payment shall be made by
the Lessee in immediately available funds prior to 11:00 a.m.
(Boston time) on the day when such payment is due.

The Lessee's agreement to pay all Rent shail be absclu:e
and unconditional under any and all circumstances and shall nct
be affected by any circumstances cf any character, ;ncluding,
without limitation, (i) any change, waiver, extension,
indulgence or other action or omission in respect of any
obligation or liability of the Lessor hereunder uniess effected
in compliance with the terms hereof and the Indenture, (ii) any
setoff, counterclaim, recoupment, defense or cther right which
the Lessee may have against the Lesscr, the Indenture Trus:ee,
any Participant, the Manufacturer or any other Person for any
reason whatsoever, (iii) any defect in the title, condition,
design, operatiocn or fitness for use or particular purpcse cf
the Equipment or in the Lien of the Indenture Trustee c¢n title
to the Equipment, (iv) any loss or destruction cf, or damage
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to, the Equipment or interruption or cessation in the use or
possession thereof by the Lessee for any reason whatsoever and
of whatever duration, (v) any requisitiocn, restriction,
prevention or curtailment of or interference with any use of
the Equioment or any Part thereof, (vi) any insolvency,
bankruptcy, reorganization or similar proceeding by or against
the Lessee or the Lessor, (vii) any failure to obtain any
required governmental consen: for a transfer of rights or title
to the _essee or any other Person pursuant to Section 2.3 or
Articie 10 or otherwise, (viii) the invalidity or
unenforceability of this Lease or any cther infirmity herein or
any lack of power or authority of the Lessor or the Lessee to
enter into this Lease, (ix) any deprivation of the Lessee (by
the Lessor or any other Person) of the peaceful and guiet
occupation and enjoyment of any or ail of the Equipment or any
items or Part therecf, (x) any indemn:zy pavment made by the
Lessee, (xi1) any breach or al’leged breach by the Lessor cf any
representaticn, warranty or coverant made in ccnnection with
the transactions ccntemplated hereby or (xii) any other circum-
stances or harpening whatscever, whether or nct similar t¢o any
of the foregcing. Zach Xent payment (and each payvment pursuant
to the immediatelv succeeding sentence of this Section 8.4)
made by the Lessee shall be final, and the Lessee will not seek
to have any right to recover all or any part of such payment
frocm the Lessor, the Indenture Trustee or any Participant for
any reason whatscever. If for any reason whatscever this Lease
shall be terminated in whole or in part by operation of iaw or
otherwise except as expressly provided herein, the Lessee shall
nonetheless pay to the Lesssr an amount equal to each payment
of Interim Rent and Basic Rent hereunder at the time and iIn the
manner that such payment would have become due and payabdle
hereunder if the Lease had not been terminated in whole or in
part until all payments of Interim Rent and Basic Rent reguired
by the terms of this Lease have been made. Nothing contained
in this Section 8.4 shall be construed to be a waiver, modifi-
cation, alteration or release of any ciaim which the Lessee may
have at any time for damages or equitadble relief against the
Lessor, the Manufacturer or any other Person.

8.5. Adjustments Due to Changes in Tax Law. The percentage
of Lessor's Purchase Price constituting Basic Rent set forth in
Section 8.1 has been calculated cn the assumption that the
Lessor will be entitled for income tax purposes to depreciation
deductions, amortization deductions and interest deductiors as
and to the extent contempiateé by, and set forth in, Secticn
2(f), (g) and (i) of the Tax Indernity Agreement. In the event
that prior to January 1, 1988 there are any changes Iin the Ccde
or the Regulations which would increase or decrease such tax
attributes or the value to the Lessor of such attributes, the
percertaces cf Lesscr's Purchase Price constituting Interim
Rent or Basic Rent promptly shall be decreased or increased, as
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the case may be, so as to provide the Lessor with the Net
Economic Return that it would have received had such change not
occurred.

In the event any adiustment to the percentage of Lessor's
Purchase Price constituting Interim Xent or Basic Rent is made
pursuant to the terms of this Section 8.5, the Stipulated Loss
Values and the descriptior of the tax attributes contained in
Section 2 of the Tax Incdemnity Agreement shall be revised *o
reflect such adjustment, but the Stipulated Loss Value on any
date shall in no event be less than the principal amount of the
Notes outstanding and interest due and payable therecn on the
date of payment thereof (after giving effect to the payment of
Interim Rent and any instailment of Basic Rent due on such
date).

in all cases where Stipuiated Zoss Value, Interim Rent and
Basic Rent are adiusted pursuant to this Section 8.5, the
Lessor will confirm in writing to the Lessee (certified by an
officer of the Lessor) that the same assumptions and methcds cf
computaticn employed in zhe origiral calculations of Stipuiated
Loss Value, Interim Rent and Basic Rent were used in such
adiustments and describe in reasonable detail and in writing
the calculation and basis ¢f computing such adjustments. In
the event the lLessee believes such ad’ustments were nct cor-
rectly computed by or on behalf of the Lessor (inciuding,
without limitation, the belief that the assumptions and methods
used in calculating such adjustments are not the same as thcse
empioyed in the original calculations of Stipuliated Loss Value,
Interim Rent and Basic Rent), any conflict between the Lessor
and the Lessee shall be resolved by an independent acccunting
firm of recognized naticnal standing selected by the Lessc
The fees and expenses of such procedure shall be paid as
follows: (1) if the computations provided by such acccunting
firm are different from the Lesscor's computations and if the
difference is in favor of the Lessor computed on a present
value basis (discounted at 10%, compoundeé semi-annually), such
fees and expenses shall te borne ty the Lessor, provided, that
if the Lessor fails to pay such fees and expenses, the Lessee
shall pay them and no such adjustments in favor of <the Lessor
shall be made; and (2) if the ccmputations provided by such
accounting firm are different from the Lessor's computations
and if the difference is in favor of the Lessee computed cn a
present value basis (discounted at 10%, compounded
semi-annually), such fees and expenses shall be borne (i) by
the Lessor if such difference in favor of the Lessee equals or
exceeds 2% of the present value (so computed) cf the
computations provided by or on behalf of the Lessor, or (ii)
otherwise by the Lessee and (3) if the computations provided by
such accounting firm are the same as the Lessor's computations,
such fees and expenses sha.l be becrne by the Lessee.
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8.6. Rent Adustment. Anything herein to the contrary
notwithstanding, if Interim Rent or Basic Rent, as adiusted,
payable on any Rent Payment Date would be less than the
installment of interest and principal due and payable on the
Notes on such Rent Paymen: Date, Interim Rent or Basic Rent
payable on such day will be increased to an amount at ileast
equal to such installment, and the Lesscr and the Lessee will,
to the extent pcssible, make appropriate adjustments in other
installiments of Basic Rent (without, however, reducing an
installment due on any Rent Payment Date zo an amount less than
the installment of interes: and princiral due and pavabie on
the Notes on such Rent Payment Date), so as To provide <o the
Lessee and the Lesscr the benefits they would have had (includ-
ing the Lessor's Net Eccncmic Return) if the provisions of Sec-
tion 8.1 or Section 8.5, as appropriate, hacd been applied.

8.7. Covenants Regardinc Contract Assistance. The Lessee
shall, at all times until all the Eguirment shall hawve Dbeen
returned or purchased, all other cbligaticns of the Lessee
under the _ease and all cther COperative Dccuments sazisfied and
the Noces paid in full, fully and promptly exercise all rights
and pursue all claims and remedies which are available to the
Lessee acainst the Commonwealth with respect to the payment by
the Commonwealth of, or the reimbursement of the Lessee by the
Commonwealth with respect to, Rent, inciuding, withocut
limitation, rights, remedies cr claims frcm time to time
possessed by the Lessee under the Contract for Financial
Assistance and/or under Sections 12, 13 or 28 of Chapter lé1lA
of the General Laws of the Commonweaith as now in force or as
hereafrer amended (such specific statutory provisicns or other
statutory provisions from time to time providing rights, claims
or remedies in favor of the Lessee as against the Ccmmonweal.th
with resrect to Rent which are substantially eguivalent
therezc, co.lectively referred to herein as the "Con:tracst
Assistance Provisions"”). Without limitation to the foregcing,
the Lessee agrees with the Lessor as follows:

(a) The Lessee shall in a timely fashion approve in
its annual budget for each of its fiscal years an amount
necessary to pay all Rent anticipated to be payable by the
Lessee during such fiscal year;

(b) Promptly after becoming aware that the Rent
payable hereunder in any fiscal year is or shall be greater
than the Rent previcusly budgeted for such fiscal year, the
Lessee shall prepare and approve a suppiemental budget for
such fiscal year ccvering the amount by which such
aggregate actual amount of Rent exceeds such previously
budgeted aggregate amount; and
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(c) The Lessee will promptly submit to the Treasurer
of the Commonwealth all reports, requests, certificates or
other instruments reguired to obtain payment from the
Commornweaith under the Contract Assistance Provisions and
under the Contract for Financial Assistance.

If prior to any Rent Payment Date the Lessee has Actual
Knowledge that it will be without furnds sufficient to pay in
full the Rent payment due on such Rent Payment Date, the Lessee
shall immediately execute and deliver to the Treasurer of the
Commcnwealth a certification under Sections 12 or 13 cf Chapter
161A of the General Laws of the Commonwealth cailing for the
payrent by the Commonwealith to the Lessee of the net cost of
service consisting of that portion of the Rent payment for
which the Lessee lacks sufficient funds. If the Commcnwealth
does not premptly vay the amcunt so certified, the Lessee shall
promptly and diligently rroceed against the Commonweal:h
through the use of all appropriate judicial remedies to obtain
payment of the amount so certified.

8.8. Addi=ional Covenants.

(a) The Lessee will, promptly after having Actual
Knowledge <therecf, nctify each Participant of any litigation or
administrative or arbitration proceedings affecting the

Equipment or affecting the Lessee or any of its other assets,
which, if adversely decided would, either individually or in
the aggregate, have a material and adverse effect cn the
ability of Lessee to perform its obligations under any
Operative Document.

(b) The Lessee wilil use the Eguipment in a sound and safe
manner using due care at all times to maintain and operate th
Equipment in accordance with applicable safety standards.

(c) The Lessee will use the Equipment solely within the
borders of the continental United States.

ARTICLE 9
INSURANCE

9.1. Public Liability and Property Damage Insurance. The
Lessee at its sole cost and expense, will maintain or cause zo
be maintained at all times during the Lease Term and the
storage period referred to in Section 2.2(d4) public liability
insurance including passenger legal liability, personal injury
liability, contractual liability and property damage coverage.
Such insurance shail be in such amounts and with such insurarnce
companies as is consistent with prudent industry practice and
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acceptable to Lessor, and, in any event, subject to commercial
availabilizy. provided, however, that such insurance companies
must have a Best rating of at least "B+" or, if not subject to
Best rating, must be of financial strength comparable to that
required for a Best "B+” rating; and provided, further, that
the Lessor confirms that the insurance prcgram outlined in the
letter of Fred S. James Co. Inc. to the Lessor dated

December 30, 1987 is in amcunts and with such insurance
companies as is acceptabi:e to the Lessor. Such amounts of
insurance srall not be less than such insurance coverage
carried by and the related deductibles or retentions shall not
be greater than cdeductibies or retentions of, similar commuter
rail systems of comparable size. All such policies of
insurance and all policies taken out in substituticn or
replacement of the required policies shall (i) rame the Lessor
and the Incenture Trustee, as addicional insureds, as taeir
respective interests may appear, (ii1) precvide that no
cancellation (including £for nonpayment cf premium) or material
change of coverage be effective until at least 30 days after
notice thereof nas been mailed to the Lesscr, the Indenture
Trustee and any other named insureds and (iii) provide that no
breach of warranty on the part of the Lessee or cther action of
the Lessee shall impair <he rights of the Lessor or Indenture
Trustee under such poiicies. If within the last five years of
the Basic Term or any Renewal Term, insurance is obtained cn a
claims macde basis, Lessee shall continue such coverage in force
fcr three years following the expiration of the Lease Term with
the Lessor and Indenture Trustee remaining as additional
insureds.

9.2. Insurance Against Loss or Damage to Equioment. The
Lessee, without expense to the Lessor or other additicnal
insureds, will maintain or cause to be maintained at alil times
during the Lease Term and the storage period referred to in
Section 2.2(d) all-risk insurance covering loss or cdamade o
the Equipment and Parts which is of such type. irn such amounts
(but in any event not less than $75 million) and with such
deductibles or retentions, so long as the Lessee's long-:ternm
unsecured tax-exempt debt is rated Investment Grade, and is not
less that such insurance coverage carried by similar commu<er
rail systems of comparable size, and with such insurance
companies as usually carried by similar commuter raii systems
of comparable size and acceptable to Lessor, and, in any event,
subject to commercial availability; provided, however, that
such insurance companies must have a Best rating of at least
"B+" or, if not subject to Best rat:ng, must be of financia:
strencth comparable to that required for a Best "B+" rating
and, provided further, that Lessor confirms that the insurance
program cutlineéd in the letter of Fred S. James Cc., Inc. to
Lessor dated December 30, 1987 is in amounts and with such
insurance companies as is acceptable to Lesscr. ALl policies
carried in acccrdance with this Section 9.2 during the term cf
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this Lease shal: (a) name the Lesscr ani the Indenture Trustee
as loss payees, as their interests may appear, (b) provide that
no cancellation (inciuding for nonpayment of premium) or
material change of coverage be effective until at least 30 days
after notice thereof has been mailed to the Lessor, <he
Indenture Trustee and any other loss payees and (c) provide
that no breach of warranty by the Lessee or other action by the
Lessee shall impair the rights of the Lesscor or Indenture
Trustee.

9.3. Application of Insurance Proceeds for Zvent of Loss.
As between the Lessor and the Lessee it is agreed that all
insurance payments received as the resuit of the occurrence of
an Event of Loss with respect to an :item of Egquipmen:t will be
applied as follows (but subject to Section 9.5):

(a) unless such items of Equipment are replaced
pursuant tc Section 10.1(b), so much of such payments as
shall not exceed the amounts due under Section 10.1(a)
shall te app:ied in reduction of the Lessee's cbliigation to
pay such amounts, 1if not already paid by the Lessee, or, if
already paid by the Lessee, shail be aprplied to reimburse
the Lessee for its payments of such amcunts, and the
balance, if any, of such payments remaining thereafter will
be paid to the Lessee; and

(b) 1if such items of Equipment are replacel pursuant
to Section 10.1(b), such payments shall be paid over %to or
retained by the lLessee, provided that the Lessee shall have
fully performed or, concurrently therewith, will fully
perform the terms of Section 10.1(b).

9.4. Application of Insurance Proceeds for Other Than
Event of Loss. As between the Lessor and the Lessee, the
insurance proceeds of any property damage lcss to any Zguipment
not constituting an Event of Loss will be appiied in paymen
(or to reimburse the Lessee) for repairs or for replacement
property in accordance with the terms of Article 5, and
(subject to Section 9.5) any balance remaining after compiiance
with such Articie with respect to such loss shall be paid to,
or retained by, the Lessee.

9.5 Application During Existence c¢f Event of Default. An
amount referred to in Sections 9.3(a), 9.3(b) or 9.4 which is
payable to the Lessee shall not be paid to the Lessee cr, if it
has been previously paid to the Lessee, shall not be retained
by the Lessee, if at the time of such payment an Event of
Default or a Default shall have occurred and be continuing. In
such event, all such amounts shall be paid to and held by the
Lessor as security for the obligations of the Lessee to maxke
payments under the Participation Agreement or to pay Rent
hereunder or, at the Lesscr's option, applied by the Lessor
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toward payment of any of such obligations of the Lessee at the
time due hereunder or under the Participation Agreement as the
Lesscr may elect. At such time as there shall not be
continuing any Default or Event of Default, all such amounts at
the time held by the Lessor in excess of the amount, if any,
which the Lessor shall have elected to appiy as above provided
shall be paid to the Lessee.

9.6 Certificates, Etc. The Lessee will during the Lease
Term and the stcrage period referred to in Section 2.2(4)
furnish to the Lessor, the Notehclders and the Indenture
Trustee, evidence (including certified copies of policies if
requested) of renewal or replacement of the insurance poiicies
required purstant to this Article 9 prior to the cancellaticn,
lapse or expiration of such insurance policies and, on =i
renewal dates of the insurance policies carried by the Lessee
pursuant to this Article 9, a cerzificate of Lessee's Insurance
broker describing in reasonable detrail the insurance carried by
the Lessee =c comply with this Article 9, the primary and
excess insurance carriers and their respective percentage
interests, and an Officer s Certificate from the Lessee stating
that the insurance then carried and maintained on the Eguipmentz
complies with the terms herecf.

9.7. Additional Insurance. Nothing contained herein shall
prevent the Lessee, the Lessor, the Indenture Trustee or any
Noteholder from carrying at its own expense additional
insurance in excess of or in addition to that required
hereunder:; provided that no such insurance may be cbtained
which would limit or otherwise adversely affec:t the coverage or
payment of any insurance required to be maintained pursuant zo
this Article 9 or prevent the payment of a policy premium
which, if not paid by the Lessee, would invalidate the reguired
coverage.

ARTICLE 10
EVENT OF LOSS; DAMAGE

10.1. Event of Loss with Respect to Equipment. Upon the
occurrence of an Event of Loss with respect to the Equirpment,
the Lessee shall give the Lesscr prompt (and in any event
within five days after such occurrence) written nctice therecf
and shall, within 30 days of such Event of Loss, elect by
written notice to the Lessor either to maxXe payment to the
Lessor or to substitute equipment for the items of Equipment
subject to such Event of Loss as provided, respectively, in
paragraphs (a) and (b) below (failure by the Lessee to make
such election within said 30 days being deemed to be an
election of alternative {(a)).
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(a) If the Lessee shall elect to make payment to the
Lessor, it shall, not later than the earlier of (x) the
Stipulated Loss Value Date next following receipt of insurance
proceeds in respect of such Zvent of Loss and (y) the
Stipulated Loss Value Date next following the date which is 45
days following such Event of Loss, pay or cause to be paid to
the Lessor the Stipulated Loss Value for the item of Ecu*pmeuh,
computed as of the date of payment (provided that (i) if che
S“*pu'a ed Loss Value Date on which such payment occurs is also
a Rent Payment Date or (ii) if the Event of Loss occurs brior
to a Rent Payment Date, anc the Stipulated Loss Value Date on
which paymert occurs is after that intervening Rent Payment
Date, then in each case the Interim Rent or the Basic Rent
payable on such Rent Payment Date and such Stipulated Less
Value Date shall be payablie as if the quiomen* in resgect of
which the Stipulated Loss Value is payable had not beern sudiec:
to an Event of Loss), it being understocd that in the event the
Lessee shall be required tc pay, and shall pay., Stisuiated Loss
Value pursuant to Section 13(a), or liquidated cdamages pursuant
to Sections 13(c) or 13(d) and any interest therecn, then, to
the extent of such payment and giving proper effect to the
timing of such payment, the Lessee s obligation to pay
Stipulated Loss Value thereon pursuant to this Section 10.1(a)
shall be reduced.

t such time as the Lessor, or (so long as Notes shall be
outstancing) the Ncteholders and the Lessor, shall have
received the Stipulated Loss Vaiuve specified above, together
with all other amcunts then due and payabie hereunder,
inciuding any rent payatle cn the Stipulated Loss Vaiue Date,
and under any other Operative Documents, (A) the oblication of
the Lessee to pay Basic Rent or Renewa. Rent hereunder with
respect to the Eguipment subject to the Zvent of Loss which
would otherwise become due and payable after, but not on or
before, the Stipulated Loss Value Date next following the date
of such Event of Loss, shall terminate, provided that if a Ren
Payment Date shall cccur after the date cf such Event of Loss
but prior to the date of such payment, the Lessee shall pay on
such Rent Paymen=t Date the Basic Rent or Renewal Rent tha
would have been due on such Rent Payment Daze if such -veu; cf
Loss had not occurred, (B) the Lease Term shall end as to the
Equipment subject to such Event of Loss and (C) the Lessor
shall Transfer to the Lessee or as the lLessee shall direc:,
subject to the rlghts of any insurer: (1) the items of
Equipment which were subject to such Event of Loss; and (2} all
claims, if any, relating to the lieasehoid interest arising from
such Event of Loss against third parties for damage to or 10ss
of the Egquipment which was subject to such Event of Loss. Ucon
such Transfer, the Equipment which is subject to such Transfer
shall cease to be an item of _quipment hereunder. The net
proceecds of all such claims relating to the leasehold interest
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against third parties arising from such Event of Loss, if any,
after payment of the Lessor's and Lessee's out-of-pocxe:t costs
and expenses shall be applied in the same manrer as the
proceeds of insurance are apvlied pursuant to Section 9.3(a).

(b) Upon the occurrence of an Event of Loss with respect
to any item of Equipment (the “Destroyed Equipment"), if there
exists no Event of Default (or an Event of Default other than
an Event of Default described in Section 12(e), which would
constitute an Event of Default but for lapse of time or the
giving of notice or both) shall have occurred and be
continuing, the Lessee may elect, by written notice to the
Lessor and (so long as Notes shall be outstanding) the
Indenture Trustee given within 30 days after the date of such
EZvent of Loss, to substiture eguil pment for such Destroyecd
Equipment as provided in this Section 10.1(b) and Section 10.2,
in which case the Lessee shall have no cbligation to make any
payment pursuant to Section 10.1(a) with respect to such
Dest oyed Zquipment; provided, however, the Lessee sntail not
have the option <o substitute equipment if such substitution
would constitute a Disqualifying Event. If the lLessee shall so
elect to substitute, it shall within 120 days after the cate of
such Event of Zoss convey to the Lessor substitute mass transit
commuting vehicular equipment substantiaily similar to the
Destroyed EZquipment having a fair market sales value, residual
value and estimated useful life at least equal %o the fair
market sales value, residual value and estimated useful life
of , and being in as good operating condition as, the Destroyed
Equipment immediately prior to the occurrence of such Event of
Loss assuming that the Des*roved FEquipment was at that time in
the condition and repai requ;red to be maintained hereunder.

Upon full compliance by the Lessee with the terms of
Sections 10.1(b) and 10.2 and if no Default or Event of DJefault
shall have occurred and be continuing, the Lessor shall
Transfer to the Lessee or as the Lessee shall direct, subject
to the rights of any insurer: (1) the Destroyed Equipment and
(ii) all claims, if any, arising from such Event of Loss
against third parties for damage to or loss of the Destroyed
Equipment. Upon such Transfer, the Destroyed Ecguipment shall
cease to be an item of Equipment hereunder.

10.2. Documents Required in Connection with Substitution.
At the time of any substitution for any item of Zguipment
pursuant to Section 10.1(b), the Lessee will deliver at its own
expense to the Lessor and (so long as Notes shall be
outstanding) the Indenture Trustee the following and the
following conditions precedent shall be satisfied:

_ (a) an Officer's Certificate stating (A) the model
numbers of the replacement item of Equipment (the
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"Substitute Equipment"”) and the name of the manufacturer of
the Substitute Equipment, (B) that the Substitute Equipment
is in good operating condition and repailr, is of a type
substantially similar to the Destroyed Equipment and meets
the applicable useful ife and value reguirements and the
other requirements of Section 10.1(b), (C) that all
conditions precedent provided for in Section 10.1(b)
relating to such substitution have been complied with,

(D) that there exists no Default or Event of Default other
than a Default described in Section 12(e), (E) that the
Lessor has valid and legal title to, and is the cwner of,
such Substitute Equipment free and ciear of all Liens other
than Permitted Liens, and (F) that all necessary approva.s,
authorizations, consents, licenses, certificates and crders
have been octained, and such apprcvals, authorizazions,
consents, .icenses, certificates cr crders are in full
force and effect and constitute sufficient authcrization
therefor;

(b) a bill of saie in form and substance reascnadly
satisfactory to the Lessor, containing full warranties as
to title (original executed copy for the Lesscr only),

(c) a Lease Supplement and a Trust Indenture
Supplement in form and substance reasonably satisfactory to
the Lessor and the Indenture Trustee;

(d) with respect to Destroyed Equipment, a
certificate of an independent expert satisfactory to the
Lessor sta<ing (A) the fair market sales value, residual
value and estimated useful life of the Destroyed Equipment
immediately preceding the occurrence ¢ the Event of Loss
assuming that the Destroyed Equipmenz at that time had been
maintained in the condition and repair required by this
Lease and (B) the fair market sales vaiue, residual value
and estimated useful life of the Substitute Equipment;

(e) an opinion of counsel of the Lessee reasonably
satisfactory to the Lesscr (and, so long as any Notes are
outstanding, the Indenture Trustee) with respect to such
bill of sale, Lease Supplement and Trust Indenture
Supplement and, if the Indenture is not ther defeased, the
Lien of the Indenture, such opinion in each case to be in
form and substance reasonably satisfactory to the Lessor;

(f) a written report of an insurance broker
confirming the maintenance of insurance with respec
Substitute Equipment sufficient to comply with Arti

t to the
cie 9;
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(g) an assignment toc the Lessor of all assignable
rights, warranties and represencations with respect to the
Substitute Equipment; and

(h) £ilings with resgect to the Substitute Equipment
of the type required by Section 8.1(b) of the Participation
Agreement.

10.3. Application of Payments from Goveramental Autheorirzies
for Requisition of Title. Any payments (other than insurance
proceeds the app_ication of which is provided for in Article 9)
received at any time by the Lessor or the Lessee from any
governmental authority or other Perscn with respect to an Event
of Loss resuiting from the condemnation, ccnfiscation, thef:,
disappearance or seizure of, or requisi<ion of title to cr use
of any item of Eguiomert shall be arplied as follcws:

(a) wuniess such items of EZquipment are replaced
pursuant to Secticn 10.1(b), so much of such paymeats as
shall not exceed the amounts due under clauses (i) and
(ii) of Section 10.1(a) shall ke appiied in reducticn of
the Lessee's obligation tc pay such amounts, if nct already
paid by the Lessee, or, if already paid by the Lessee,
shall be applied to reimburse the Lessee for its payment of
such amounts, and the balance, if any, of such payment
remaining thereafter will be raid over to or retairned by
the Lessor; provided that the lLessee shall be entitled to
receive so much of such balance as the Lessee shall
dermonstrate to the Lessor’'s reasonabie satisfaction is
allocarle to loss of the Lessee's interest hereunder in
such items of Equipment; or

({b) 1if such items of Egquipment are replaced pursuanc
to Section 10.1(b), such payments shall be paic¢ over to or
retained by the Lessee, provided that the Lessee shall have

fully performed or, concurrently therewith will fully perfcrm,
the terms of Section 10.1(b).

Nothing in (a) or (b) above shall be construed to provide
any payment to the Lessee until all liabiliries arising under
the tax indemnity provisions of the Participation Agreement and
the Tax Indemnity Agreement associated therewith have been paid
to Lessor.

10.4. Apvlication of Pavments Juring Existence of Event of
Default. Any amount referred to in Section 10.3 which is
payable to the Lessee shall not be paid to the Lessee, or, if
it has previously been paid to the Lessee, shall not be
retained by the Lessee, if at the time of such payment a
Default or an Event of Default sha.l have occurred and be
continuing. In such event all such amounts shall be paid to
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and held by the Lessor as security for the obligations of the
Lessee to make payments under the Participation Agreement or to
pay Rent hereunder or, at the Lessor's option, applied by tche
Lessor toward payment of any of such obliigations of the Lessee
at the time due hereunder or under the Participation Agreement
as the Lessor may elect. At such time as there shall not be
continuing any Event of Default or DJefault, all such amounts at
the time held by the Lessor in excess of the amount, if any,
which the Lessor shall have elected to apply as above provided
shall be paid to the Lessee.

ARTICLE 11
ASSIGNMENTS

As provided in the Participation Agreement, the Lessor will
assign, and create a security interest in, all of its rights
hereunder as provided in the Indenture to, and for zhe benefirc
of, the Indenture Trustee. Except as contemp-.ated by the
Participation Agreement or the Indenture, this Lease shall not
be assignable in whole or in part ty the Lessor to any Person
other than the Indenture Trustee without the consent of the
Lessee (which consent shail not be unreasonably withheld) and
the Indenture Trustee; provided, that, in each case where this
Lease is assigned, the transferee shall be dcmiciled in the
United States and shall assume all of the obligations of Lessor
under this Lease. To the extent, if any, that this Lease
constitutes chattel paper (as such term is defined in the
Uniform Commercial Code as in effect in any applicabdble
jurisdiction), no security interest in this Lease may ke
created through the Transfer or possession of any counterpar<
other than the original executed counterpart, which shall be
identified as the counterpart containing the receipt therefor
executed by the Indenture Trustee on the signature pace thereof.

ARTICLE 12
EVENTS OF DEFAULT

The following events shall constitute Events of Default
(whether any such event shail be voluntary or inveluntary or
come about or be effected by operation of law or pursuant to or
in compliance with any judgment, decree or order of any court
or any order, rule or regulation of any administrative or
governmental body):

(a) any payment of Interim Rent, Basic Rent, Renewal

Rent or Stipulated Loss Value shall not be paid by :the
Lessee within 10 days after the same shall become cdue; or
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(b) any other paymert of Rent shall not be paid by
the Lessee within 15 days after the same shall become due;
or

(c¢) any indemnity payment to the Lessor, <he
Indenture Trustee or any Participant in accordance with
Section 8.2 or 8.3 of the Participation Acreement or the
Tax Indemni<y Agreement shall not be paid by the Lessee
when due and such nonpayvment shall continue unremedied for
a period of 30 days after written notice thereof by the
Lessor or, so long as Nctes shall be outstanding, the
Indenture Trustee, to the Lessee; or

(d) insurance on the Equiprment shall not be carried
or maintained in ccmpliance with the provisions of
Articie 9 or such insurance is cancelled (and not
previously or contemporaneously replaced) fcr any reason
whatscever, or the Equipment shalil be coperated cr lccated
in any area or on any route or in any manner excluded from
coverage by any insurance required by the terms of
Article 9; or

(e) the Lessee shall fail to perform or obsercve any
other covenant or agreement to be performed or cbserved by
it hereunder and any such failure shall continue inremedied
for a period of 30 days after written notice thereosf to
Lessee by Lessor or, so long as Notes shall be ocutstanding,
the Indenture Trustee, provided, that if such failure can
be remedied but not within such 30-day period and the
Lessee is taking ail such action as the Lesscr and the
Indenture Trustee deem arpropriate and necessary to remecy
such failure, such period shall be extended for such longer
period as may be reascnably necessary up to an additional
90 days; or

(f) any representation or warranty made by the Lessee
herein, in the Participation Agreement, in any other
Operative Document (excluding cnly the Tax Indernity
Agreement), the Warranty Bill of Sale or agreement entered
into by it in connection with the Overall Transactiocn or in
any document or certificate furnished by the Lessee
pursuant to any such agreements, documents or certificates
shall prove to be incorrect as of the date made iIn any
material respect and, except in the case of representations
or warranties made as of the Delivery Date, the condiziocon
which made such representation or warranty incorrect if
remediable shall continue unremedied for a period of 30
days after written notice thereof by the Lesscr or, so long
as Notes shall be outstanding, the Indenture Trustee to the
Lessee; or
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(g) a recelver, liquidator or trustee for the Lessee
or for all or substantiaily all of the properties or assecs
of the Lessee shall be appointed by court or governmental
order and such order shall remain in effect for more than
90 days; or

(h) the Lessee shall filie a petition in voiuntzary
bankruptcy or the Lessee shall otherwise regquest protection
under any provision of any bankruptcy or insolvency law (as
now or hereafter in effect), or express.y consent to the
filing of any petition against it under any such law, or
make an assignment for the benefit of its creditors, or
expressly consent %o the appointment cf a receiver, trustee
or liquidator of it or of all or substantially alil of its
properties or assets; or

(i) a petition against the Lessee in a prcceeding or
case under ary banxkrupzcy laws or other iasolvency laws (as
now or hereafter in effect) shall be filed and shal. not be
withdrawn or dismissed within 90 days thereafter, or, in
case the approval of such petition by a court of competent
jurisdiction is required, the petition as filed or amended
shall be approved by such a court as properly filed and
such approva. shall not be withdrawn cr the proceeding
dismissed within 90 days thereaf-er, or a decree or crder
for relief in respect of the Lessee shall be enterecd by a
court of competent jurisdiction in an involuntary case
under the Federal bankruptcy laws, as now or hereafter
constituted, or any other similar law, as now or hereafter
constituted, and such decree or order shall remain in
effect and unstayed for a period cf 30 days, or if, under
the provisions of any law providing for reorganizaticn or
winding-up of corporations which may app.y to the Lessee,
any court of competent jurisdiction shall assume
jurisdiction, custody or control of the Lessee or cof any
substantial part of its property and such jurisdiction,
custody or control shall remain in force unrelingquished,
unstayed or unterminated for a period of 60 days; or

(j) final judgment for the payment of money in excess
of $10,000,000 or final judgments which in the aggrecate
exceed $25,000,000 shall be rendered against the Lessee and
the same shall remain undischarged fcr a period of 30 days
during which execution of such judgment shall not be
effectively stayed; or

(k) if for any reason any material provision cf this
Lease Agreement or the Participation Agreement obligating
the Lessee shall not be in full force arnd eifect in
accordance with its terms or shall cease to be the lawful,
valid and binding obligations of the Lessee; or
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(1) if for any reascn the Contract for Financial
Assistance shall cease to be the lawful, valié and binding
obligation of the Commonwealth, the benefits to the lLessor
contemplated thereunder cease to be effective, or the
Contract Assistance Provisions (as defined iIn Section 8.7)
are substantially amended, modified or repudiated by the
Commonwealth so as to materially adversely affect the
benefits the Lessor derives from such Contract Assistance
Provisions.

Fcr purposes of Section 12(e), a failure to perform or
observe a covenant or agreement is capable of being remedied
if, in <he reascnable opinion of the Lesscr and, so long as the
Notes shall be cutstanding, the Indenture Trustee, the
condition that caused such failure can be remcved or rec<tified,
compiiance with the covenant cor agreement can be effected and
any adverse consegu.ences caused by such failure can be cured to
the reasonable satisfaction of each Person entitled to enforce
such covenant cr agreement. Ior purposes cf Secticn 12(f), an
incorrect representation or warranty is capable of being
remedied if the condition that made the representation or
warranty incorrect can, in the reasonablie opinion of the Lessor
and, so long as the Notes are outstanding, the Indenture
Trustee, be removed or rectified.

ARTICLE 13
REMEDIES

Upon the occurrence of any Event of Default and at any time
thereafter so long as the same shall be continuing, the Lessor
may, at its option, deciare by notice to the Lessee :this Lease
Agreement to be in default, and at any time thereafter so long
as all outstanding Events of Default shall not have been
remedied the Lessor may. in addition to any other remedies
provided herein, exercise any one or more of the following
remedies with respect to any or all: of the Equipment as the
Lessor in its sole discretion shall elect (subject tc the
penultimate paragraph of this Article 13):

(a) The Lessor, by notice to the Lessee specifying a
payment date not earlier than 10 days, and not more zhan 30
days, from the date of such notice, may require the Lessee
to pay to the Lessor, and the Lessee hereby agrees tha: it
will pay to the Lessor, on the payment date srecified in
such notice, as liquidated damages for loss of a bargain,
and not as a penalty, and in lieu of any further payments
of Interim Rent, Basic Rent and, if applicable, Renewal
Rent hereunder, an amount equal to the sum of (i) ail
unpaid Interim Rent, Basic Rent and, if applicable, Renewal
Rent payable on each Rent Payment Date occurring on or
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before the Stipulated Loss Payment Date next following <he
Payment Date specified in such notice, pius (ii) an amount
equal to the Stipulated Loss Value for ary or all of the
Equipment as the Lesscr in its sole discretion shall elect
calculated as of the Stipulatec Loss Value Date next fol-
lowing the payment date specified in such notice (unless
such payment date shall be a Stipulated Loss Value Jate, in
which case Stipulated Loss Value shall be computed as of
such Stipulated Loss Value Date), plus (iii) interest, from
the date due urntil the date paid, at the Overdue Interest
Rate on any payment of Rent or Stipulated Loss Value not
paid when due in accordance with clause (i) or (ii) of this
paracraph (a); and upon such payment of _iquidated damages
and all other amcunts then due and payable by :the Lessee
hereunder or under the Participazion Agreement or any other
Operative Document, the Lessor shall Transfer such Zquip-
ment to the Lessee and the Lesscr shal: execute and deliver
such documents evidencing such transfier as the Lessee sha:il
reascnabiy requesct.

(b) Upon demand, the Lessor may cause the Lessee at
the Lessee's expense to, anéd the Lessee hereby agrees that
it will, promptiy redeliver or cause to be redelivered, <che
Equipment to the Lesscr with all reasonable dispazch and in
the same manner and in the same condition as if the
Equioment were being redelivered a: the expiration of the
Lease Term in accordance with all of the provisicns of
Section 2.2, and all the provisions of said Section shall
apply to such redelivery. or the Lessor or its agent, at
the Lessor's option, without further notice, may., but shall
be under no obligation to, retake the Equipment wherescever
found and irrespective of whether the Lessee or any other
Person may be in possession of the Equipment, all without
prior demand and withcut legal process, and for that
purpose the Lessor or its agent may enter any 2lace wrere
the Equipment may be and may take possession therecf,
without the Lessor or its agent incurring any liabilizy by
reason of such retaking or ctherwise.

(c) The Lesscr or its agent may seli the Ecuipment at
public or private sale, as the Lessor may cetermine, or
otherwise may dispose of, hold, use, operate, lease
(whether for a period greater or less than the balance of
what would have been the Basic Term or the Renewal Term, if
applicable, as the case may be) to others or keep idie the
Equipment, all on such terms anrd conditions and at such
place or places as the Lessor may determine and all free
and clear of any rights of the Lessee and of any claim of
the Lessee, in equity, at law or by statute, whether for
loss or damage or otherwise, arnd without any duty to
acccunt to the Lessee, provided, that (i) if the Lesscr or
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its agent shall sell the Equipment, the Lessee's obiigation
to pay Interim Rent, Basic Rent and Renewal Rent with
respect to the Equipment for any pericd after the date of
such sale shall terminate and the Equipment shall cease <o
be subject to this Lease from anc¢ after the date of such
sale, and (ii) the Lessee s obligation to pay Interim Rent,
Basic Rent and Renewal Rent for any period after the Lessee
shall have been deprived of possession of the Equipment
pursuant to this Article 13 shall be reduced by the net
proceeds, if any, received by the Lessor from leasing the
Equipment to, or otherwise permitting its use by, any
Person other than the Lessee fcor all or any portion c¢f such
period. In the event the Lesscr shall have sold the
Equipment pursuant to this Section 13(c) (and prior thereto
shall not have exercised its rights under Secticn 13(d)),
the Lessor may demand that the Lessee pay the Lesscr and
the Lessee shall pay to the Lessaor, as ligquidated damaces
for the loss of a barcain and not as a gena.ty, on the
Stipulated _oss Value Date next follcwing such sale, any
unpaid Interim Rent, Basic Rent and Renewal Rent due cn or
before such Stipulated Loss Value Date pius the amount of
any difference between the net proceeds of such sa.e paid
to the Lessor and the Stipulated Loss Value, computed as of
such Stipulated Loss Vaiue Date, unless such sale occurs on
a Stipulated Loss Value Date, in which case Stipuiated Loss
Value shall be computed as of such Stipulated Loss Value
Date. Such payment shall be in lieu of all Interim Rent,
Basic Rent and Renewal Rent due after such Stipulated Lcss
Value Date.

(d) Whether or not the Lessor shall have exercised,
or shall thereafter at any time exercise, any cof its rights
under Sections 13(b) or 13(c) (cther than a sale under
Section 13(c)), the Lessor may, at any time prior to the
time that the Equipment shall have been sold by the Lessor
pursuant to Section 13(c), by written notice to the lessee
requesting that the fair marxet sales value (as that term
is defined in Section 2.4) of the Eguipment be determined,
demand that the Lessee pay <o the Lessor, and the Lessee
shall pay to the Lessor on the first Rent Payment Date
occurring at least 10 days after the ceterminaticn of such
fair market sales value (herein cal’ed the "Desigrated
Payment Date"), as liquidateé damages for loss of a bargain
and not as a penalty (in iieu of all payments of Interim
Rent, Basic Rent or Renewal Rent becoming due after the
Designated Payment Date), any unpaid Interim Rent, Basic
Rent or Renewal Rent due on or before the Desicnated
Payment Date plus an amount egqua. to the excess, if any., of
the Stipulated Loss Value for the Zgquipment as of the
Designated Payment Date cver the fair marxet sales value of
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the Equipment (as defined in Section 2.4 and computed :in
accordance with Section 2.6 as of such date).

(e) The Lessor by written notice to the Lessee may
(1) terminate this Lease without relieving the Lessee of
its cbligations hereuncder as to the Equipmert; (2) exercise
any other right or remedy which may be available under
Applicable Law; and/or (3) proceed by appropriate court
action to enforce the terms herecf or to recover damages
for the breach hereof.

In any and all events, the Lessee shall be liable for any
and all Supplemental Rent payable hereunder and all amounts
payable by the Lessee under the Participation Agreement before,
during or after the exercise cof any of the foregoing ramedies
and also for all legal fees and any cther costs and expenses
whatsgcever incurred by the lLesscr, the Indenture Trustee cr the
Notehclders by reason of the occcurrence o‘ any EZvent cf Default
or bv reascn cof the exercise by the Lessocr, the Indenture
Trustcee or the Notehclders cf any remedy hereunder in
connection with any Event of Default inciuding, withou'
limitation, any ccsts and expenses incurred by the Less the
Indenture Trustee or the Noteholders in conrnection w1th any
retaking of che Equ ipment or, upon the recdelivery or retaking
of the Equipment in accordance with this Article 13, the
placing of the Egquipment in the condition required by and
otherwise complylng with the terms of Section 2.2.

No remedy referred to in this Article 13 is intenced to he
exclusive, but each shall be cumulative and is in addition to,
and may be exercised conc"rrently with, any other remedy which
is referred to in this Article 13 or which may otherwise be
available to the Lesscr at law or in equity. Subiect to the
payment in full of all ¢f the Lessee's obligations uncer e
Operative Documents, there shal: be deducted from the aggregate
amount recoveradble by the Lessor pursuant to this Article 13
the net balance, if any, remaining of any monies held by the
Lessor (or the Indenture Trustee) pursuant o Sections 9.5 and
10.4 which would have been required by the terms of this Lease
to have been paid to the Lessee but Zor the cccurrence of an
Event of Default. No express or implied waiver ty the Lesscr
of any Event of Default shall in any way be, or be construed to
be, a waiver of any further or subsequent Event of Defaulrt.

At any public or private sale of arn item of Egui Lpment
pursuant to this Article 13, the Lessee or any Participant may
bid for and purchase such property The Lessor agrees to give
the Lessee at least 15 days' prior written notice of the date
fixed for any public sale of an item of Equipment or of the
date on or after which wiil occur any private sale or on or
after which will occur the execution of any contrac:t providing
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for any private sale and such sale shall be conducted in
general so as to afford the Lessee and the Participants a
reasonable opportunity to bid.

ARTICLE 14
INSPECTION; NOTICE OF DEFAULT; RXRECORDATION

14.1. Inspectior. At all reasonable times during the con-
tinuaticn of this Lease, the Lessee shall furnish to the Lessor
and (so long as Notes shall be ocutstandinrg) the Indenture
Trustee and the Noteholders such additional information con-
cerning the locaticn, condition, use and operation of the
Equipment as such Person may reascnably request. Additiorally,
the Lessee shail permic the authorized rerresentatives of the
Lessor and (so long as Notes shall be cutstanding) the Inden-
ture Trustee and the Nctenhoiders: (a) at such Perscn's expense
(unless a Defaulit shall have cccurred ard be continuing, 1n
which case, at tne Lessee s expense), to visit and inspec: any
item of Zquipment, its ccndition, use and operation ané the
inspection, mainterance, modification, overhaul and other
records maintained in connection therewith; and (b) to discuss
the finances and accounts c¢f the Lessee, as the same may affect
the performance by the Lessee cf its cbligations hereunder,
with the financial officers and the independent acccuntants of
the Lessee, provided that such visits, inspections and discus-
sions do not unreasonrably interfere with the operations of the
Lessee and are done at such reasonable times as such Person may
request, except that Lessee shall in any event make such Equip-
ment and records available for inspection within five Busiress
Days of the Lessor's request. Neither the Lessor, the Inden-
ture Trustee nor the other Participants shall have any duty to
make any such inspection nor shall any of them incur ary lia-
bility or obligation by reason of making or not making any such
inspection.

14.2., Notice of Event of Defatult. Promptly after Lessee
has Actual: Knowledge of the occurrence cr existence c¢cf a
Default or an Event of Default, the Lessee shail so notify the
Lessor and (so long as Notes shall be outstanding) the
Indenture Trustee and each Par<icipant, which notice shall set
forth in reasonable detail the circumstances surroundinc such
Event of Default or Default and shall specify what acticns the
Lessee intends to take to cure such Event of Default or such
Default. The Lessee shall furnish the Lessor and (so long as
Notes shall be outstanding) the Indenture Trustee withir 60
days after the end of the sixth month of and the close cof each
fiscal year of the Lessee an Officer's Certificate stating that
no Event of Default or Default has occurred during such
six-month period and is continuing as cof the date of such
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certificate, or if any such Event of Default or Default sha’l
have occurred and be continuing, setting forth in reascnable
detail the circumstances surrounding each such Event of Defaulzt
or Default.

14.3. Recordation. Forthwith upon the execution an
delivery of a Lease Supplement and ¢of a Trust Indenture
Suppiement, the Lessee will ccoperate with the Lessor to cause
such Supplements to be duly filed and reccorded as directed by
the Lessor and the Indenture Trustee and will also cooperate
with the Lessor to cause this Lease Agreement and the Indenture
to be duly filed and r=corded as directed by the Lesscr and the
Indenture Trustee, in each case as may be reguired by
Applicable Law.

ARTICLE 15
NOTICES

All notices, requests, consents, approvals, elections,
demands and other communications required under <he terms and
provisions hereof shall be in writing and shall be deemed to
have been sufficiently given for all purposes when delivered in
hand or received by certified mail, return receipt regques:ted,
postage prepaid, or by confirmed telex cr other writing
transmitted by means of a telecommunications device, addressed
as foilows: (i) if to the Lessor, at Four Embarcacero Center,
Suite 1200, San Francisco, CA 94111, Attention: Manager,
Operations Department-LEV., (ii) if to the Lessee, at Ten Park
Plaza, Boston, MA 02116, Attention: Treasurer-Controller, (iii)
if to the Indenture Trustee, at Rodney Square North,
Wilmington, Delaware 19890, Attention: Corporate Trust
Administration; (iv) if to any Participant, at its address set
forth in or pursuant to the Participation Agreement, ané (v) to
any of the foregoing Persons at such other address as such
Person may from time to time desigrate in writing to the other
Persons in the manner herein provided.

ARTICLE 16
CONSTRUCTION AND GOVERNING LAWS

Any provision of this Lease which is prohibited or
unenforceable in any jurisdiction shall, as to such
jurisdiction, be ineffective to the extent of such prohibiticn
or unenforceability without invalidating the remaining
provisions herecf, and any such prohibition or unenforceabilicy
in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction. This
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Lease shall constitute an agreement of lease, and notaing
herein shall be construed as conveying to the Lessee any right,
title or interest in any item of Egquipment, except as a lessee
only. The section and paragraph headings in this Lease and the
table of contents are for convenience of reference only and
shall not modify, define, expand or limit any of the terms or
provisions herecf. All references herein to numbered sections,
exhibits and schedules, unless otherwise indicated, are to
sections, exhibits or schedules, as the case may be, of or to
this Lease.

This Lease has been delivered in the Commonwea>th and shall
be governed by, and construed in accordance with, the laws of
the Commonwealth, including, withcut limitation, a:il matcters of
construction, wvalidity and performxance.

ARTICLE 17
LESSOR'S RIGHT TO TAKE EQUIPMENT

Without in any way limiting the obligations of the Lessee
hereunder, the Lessee hereby irrevocably appoints the Lessor as
its agent and atterney, with full power and authority at the
time at which the Lessee is obligated to deliver possession of
any item of Equipment to the Lessor, to demané and take
possession of such item of Equipment in the name and on behalf
of the Lessee from whosoever shall be at the time in possession
thereof.

AXRTICLE 18
COVENANT OF QUIET ENJOYM=NT
So long as no Event of Default shall have occurred and be
continuing, the Lessor covenants that it will not interfere
with the peaceful and quiet occupation and enjoymen:t of each
item of Equipment by the Lessee.
ARTICLE 19
LESSOR LIENS
The Lessor agrees that it will not directly or indirectly

create, incur, assume or suffer to exist any Lessor Lien on or
with respect to any item of EZquipment.
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ARTICLE 20
PERFORMANCE OF LESSEE

The Lessee agrees to perform all of its obligations under
all of the Operative Documerts to which it is a party.

ARTICLE 21
AMENDMENTS; MISCELLANEOUS

21.1. Amendments and Waivers. Neither the terms cf this
Lease nor the definition of any capitalized term used herein
which is defined in, or by reference in, Schedule X, as such
capitalized “erm is used herein, shall be altered, mcdifieg,
amended or supprlemented, nor sha.l this Lease cr any other
terms herecf be waived or terminated., in any manner whatsoever
except by written iInstrument signed by <the party against which
the enforcement of such alteration, modification, amendment,
supplerent, waiver or termination is sought and, so long as any
Notes are outstanding, the Indenture Trustee; nor, so long as
any Notes are ocutstanding, shall any remedy or election be
exercised hereunder nor any consent given hereunder withcut the
written consent of the Indenture Trustee. No amendment to
Schedule X attached hereto shai:l become effective until a
corresponding amendment is made to Schedule X attached to the
Indenture or until the parties to the Indenture shall have
waived this condition in writing with respect to such amendment.

21.2. Investment of Security Funds. (intentionaily
omitted).

21.3. Binding Effect. This Lease shall be binding upon and
inure to the benefit of the parties hereto and their respective
permitted successors and assigns,

21.4. Money. All amounts and moneys referred to in this
lLease shall be construed to mean Dollars.

21.5. Business Days. If any Rent Payment Date or any cther
date on which any payment is required to be made under :this
Lease shall not be a Business DJay, such payment may be made on
the next succeeding Business Day with the same force and effect
as if made on such day, and no interest or Suppliementa. Rent
shall accrue by reason of such deferral of payment.

21.6. Security for Lessor's Obligations to Holders of
Notes. In order to secure the indebtecdness evidenced Ty the
Notes, the Lessor provides in the Indenture, among other
things, for the assignmen<: by the Lessor to the Indenture
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Trustee of certain rights under this Lease and the Lease
Supplements and for the creation of a first mortgage and
security interest in favor of the Indenture Trustee on the
Equipment. The Lessee acknow.edges the existence of, approves
0f and consents %o such assignment, and the Lessee acxnowledges
receipt of a copy of the Indenture.

21.7. Courcerparzs. This Lease may be executed in any
number of counterparts and by any of the parties hereto on
separate counterparts, all cf which together shall ccnstitute
but one and the same instrument; provided however that only the
original counterpart containing the receipt executed by the
Indenture Trustee shall constitute the original executed copy
hereof for purposes of perfecting a security interest herein.

21.8. No Recourse. In no case whatsoever shall the Lessor
be perscnally Ziablie on, or fcr any .oss in respect of, ary of
the representations, warranties, agreements or obligations of
the Lesscr hereunder as to all of which the parties hereto
agree to look soleiy to the Equipment and the Lease, excep:
that the Lessor shall be perscnally .iable to the extent
specified in Section 10(b) of the Participation Agreement.

ARTICLE -22
FEES OF INDENTURE TRUSTEE

The Lessee will pay as Supplemental Rent the reasonable
continuing fees and expenses {including, without limitation,
counsel fees), to the extent not included in Transaction Costs,
of the Indenture Trustee in connection with its services
rendered under the Indenture as provided in Section 9(c) of th
Participation Agreement.
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IN WITNESS WHEREQOF, the Lessor and the lLessee have each

caused this Agreement to be duly executed, as a document under
seal, as of the day and year first above written.

LESSOR:

SECURITY PACIFIC EQUIPMENT
LEASING, INC.

By
Name:®* Marc L. MarZer
Title: Secretary

LESSEE
MASSACHUSETT
TRAN T

By
Arthur D. Shea

Acting Treasurer—-Controller

Uniform Commercial Code Chattel Paper Receipt

Receipt of the original counterpart of the foregoing Lease
is hereby acknowlecged on this 31st day of December, 1987.

WILMINGTON TRUST COMPANY,
as Indenture Trustee,
Mortgagee

By
Name:
Title:
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Commonwealth of Massachusetts )
) ss:
County of Suffolk )

On this 31st day of December, 1987, before me personally
appeared, Marc L. Marker, to me personally known, who being by
me duly sworn, says that he is the Secretary of Security
Pacific Equipme"t Leasing, Inc., that said instrument was
signed on beraif of said corporablon by authority of its Board
of Directors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said

_corporation.
k(/,f{/“/ /\\//./L 44%’/

My’Cémm;ss*on eéxpires 5432{%
{/

Commonwealth of Massachusetts )
' ) ss:
County of Suffolk )

On this 31lst day of December, 1987, before me perscna:ily
appeared, Arthur D. Shea, to me perscnally known, whc being by
me duly swcrn, says that he is the Acting Treasurer-Controller
of Massachusetts Bay Transportaticn Authcrity, that said
instrument was signed on behalf of said authority by authority
of its Board of Directors, and he acknowledged that the
execution of the foregoing instrument was the free act and deed
of said authority.

.NJLJ/L /{/qu;f// ,

My Commission “expires// /3% ¢
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Exhibit A
to Lease

LEASE SUPELEMENT NO. 1

This Lease Supplement Nc. 1 is dated December 31, 1987, and
is between Security Pacific Equipment Leasing, Inc., a Delaware
corporation (the “Lessor”), and Massachusezts Bay
Transportation Authority, a bedy politic and corvorate and a
political subdivision of The Commcnwealth of Massachusetts (the
“Lessee").

The Lesscr and the Lessee have heretofore entered into the
Lease Agreement, dated as cf December 30, 1987 (the "Lease
Agreement"” and defined terms therein being hereinafter used

ith the same meanings).

NOW, THEREFORE, in consideration of the premises and other
good and sufficient consideration, the Lessor and the Lessee
hereto agree as follows:

1. The Lessor hereby delivers and leases to the
Lessee under the Lease Agreement, and the Lessee hereby
accepts and leases from the Lessor under the Lease
Agreement, the items of Equipment described in the attached
Annex 1.

2. The Lessee hereby confirms its agreement to pay
the Lessor Interim Rent for such items of Equipment for the
Interim Term and Basic Rent for such items of Equipment
throughout the Basic Term in accordance with Article 8 of
the Lease Agreement. Lessor's Purchase Price for such
items of Egquipment is $31,297,000.

3. All of the terms and provisions of the Lease
Agreement are hereby incorporated by reference in this
Lease Supplement to the same extent as if fully set forth
herein.

4. The Delivery Date ¢f such items of Equipment is
the date of this Lease Supplenment.

5. The Interim Term for such items of Equipment
shall commence on the Delivery Date thereof and shall
terminate on January 29, 1988 and the Basic Term for such
items of Equipment shall commence on January 30, 1988 and
shall terminate on January 29, 2013.
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6. This Lease Supplement is being delivered in The
Commonwealth of Massachusetts and shall be governed by, and
construed in accordance with, the laws of The Commonwealth
of Massachusetts, including, without limitacion, all
matters of construction, validity and performance.

7. The Lessee hereby confirms to the Lessor that
such items of Equipment have been duly marked in accordance
with the terms of Section 4.1 of the Lease Agreerment and
that the Lessee has accepted such items of Equiprent for
all purposes hereof and of the Lease Agreement as being in
accordance with specifications, in good working order and
repair and wizhout defect or inherent vice in title,
condition, design, operation or fitness for use, whether or
not discoveratlie by the Lessee as of the date herecf, andé
free and clear of all liens or encumbrances and c:aims of
others except such liens and encumbrances which may result
from ciaims against the Lesscr nct reiated toc the cwnership
of such items cf Egquirment and except the first mortgage
lien and security interest on such items of Egquipment in
favor of the Indenture Trustee created pursuant to the
Indenture; prcvided, however, that nothing containecd herein
or in the Lease Agreement shall in any way diminish or
otherwise affect any right the Lessee cr the Lessor may
have with respect to such items of Equipment against the
Manufacturer or any subcontractor of the Manufacturer under
the Purchase Agreement or the Purchase Agreement Assignmen
or otherwise.

8. The Lessee acknowledges the existence of,
approves of and consents to the assignment by the Lessor to
the Indenture Trustee of this Lease Supplement pursuant to
the Indenture.
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IN WITNESS WHEREQF, the Lessor and the Lessee have causecd
this Zease Supplement No. 1 to be duly executed, as a document
under seal, as of the day and year first above written and to
be delivered in The Commonwealth of Massachuset:s.

“ESSOR:

SECURITY PACIFIC ZQUIPMENT
LEASING, INC.

By

Name ¢ Marc o. )
Title: Secretary

Name: Arthur D. Shea
Title: Acting Treasurer-
Controiler

Uniform Commercial Code Chattel Paper Receipt

Receipt of the original counterpart of the foregoing Lease
Supplement is hereby acknowledged on this 31lst day of December,

1987.
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as Indenture Trustee,
Mortgagee

By

Name:
Title:
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Commonwealth of Massachusetts )
) ss:
County of Suffolk )

On this 31st day of December, 1987, before me perscnally
appeared, Marc L. Marker, to me personally known, who being by
me duly sworn, says that he is the Secretary of Security
Pacific Equipment Leasing, Inc., that said instrument was
signed on behalf of said corporation by authority of its Board
cf Directors, and he ackrowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation.

My Commission expires

Commonwealth of Massachusetts )
) ss:
County of Suffolk )

On this 31st day of December, 1987, before me personally
appeared, Arthur D. Shea, to me personally xnown, who being by
me duly sworn, says that he is the Acting Treasurer-Controller
of Massachusetts Bay Transportaticn Authority, that said
instrument was sigred on behalf of said authority by authority
of its Board of Directors, and he acknowledged that the
execution of the foregoing instrument was the free act and deed
of said authority. _

[l, ) .,_'l _ ;" .
. My Comm1551on explrgs %g'%f{u

Attachment: Annex 1
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Thirty-£four commuter rail coaches manufactured by

ANNEX 1

META/MBB

Lease

Messerschmitt-Bolkow-Blohm GmbH (the "Manufacturer") pursuant

co the Purchase Agreement, dated Augus:t 27,

1985,

as amended,

between the Manufacrturer and Massachusetts Bay Transportation

Authority ("MBTA"),

identified by MBTA and Manufacturer vehicle

identification numbers and having the cost more particularly

described as follows:

MBTA Manufacturer s
Identification Iden<ification Unit
Number Number Type
1500 02091 CTC-3
500 02108 BTC-3
1501 02092 CTC-3
501 02109 BTC-3
1502 02093 CTC-3
502 02110 BTC-3
1503 02094 CTC-3
503 02111 BTC-3
1504 02095 CTC-3
504 02112 BTC-3
1505 02096 CTC-3
505 02113 BTC-3
1506 02097 CTC-3
506 02114 BTC-3
1507 02098 CTC-3
507 02115 BTC-3
1508 02099 CTC-3
508 02116 BTC-3
1509 02100 CTC-3
509 02117 BTC-3
1510 02101 CTC-3
510 02118 BTC-3
1511 02102 CTC-3
511 02119 TC-3
1512 02103 CTC-3
512 02120 TC-3
1513 02104 TC-3
513 02121 BTC-3
1514 02105 CTC-3
S14 02122 BTC-3
1515 021086 BTC-3
515 02123 CTC-3
1516 02107 BTC-3
516 02124 CTC-3
Total
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$

Cost

992,000
849,000
992,000
849,000
992,000
849,000
992,000
849,000
992,000
849,000
992,000
849,000
392,000
849,000
992,000
849,000
992,000
849,000
992,000
849,000
992,000
849,000
992,000
849,000
992,000
849,000
992,000
849,000
992,000
849,000
849,000
992,000
849,000
992,000

$31,297,000



MBTA/M3B
Lease

Exhibit B
to Lease
STIPULATED LOSS VALUES

tipuiated Stipulated Stipulated Stipulated
Loss Vaiue Loss Value Loss Value Loss Value

Date Percentage Date Percentage
7/30/1988 105.58046 1/30/2001 86.25465
1/30/1989 105.90712 7/30/2001 86.49336
7/30/1989 107.28853 1/30/2002 81.66784
1/30/1990 107.06294 7/30/2002 81.91970
7/30/1990 107.99780 1/30/2003 76.847190
1/30/1391 107.18429% 7/30/2003 77.14213
7/30/1991 107.63668 1/30/2004 71.80803
1/30/1992 106.18782 7/30/2004 72.12580
7/30/1992 106.25€51 1/30/2005 66.51967
1/30/1993 104.56647 7/30/2005 66.93779
7/30/1993 104.66824 1/30/2006 61.04275
1/30/1994 102.83965 7/30/2006 61.72545
7/30/1994 102.96296 1/30/2007 55.52179
1/30/1995 100.98543 7/30/2007 56.48992
7/30/1995 101.14367 1/30/2008 49.97126
1/30/1996 99.01582 7/30/2008 51.27213
7/30/1996 99.18613 1/30/2009 44.43354
1/30/1997 96.91509 7/30/2009 46.12080
7/30/1997 97.10046 1/30/2010 38.95913
1/30/1998 94.67952 7/30/2010 40.79797
7/30/1998 94.88173 1/30/2011 33.32746
1/30/1999 92.30367 7/30/2011 34.81153
7/30/1999 92.52426 1/30/2012 27.05350
1/30/2000 89.78154 7/30/2012 28.23642
7/30/2000 90.02272 1/30/2013 20.16297
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Date

1/30/1988
7/30/1988
1/30/1989
7/30/1989
1/30/1990
7/30/1990
1/30/1991
7/30/1991
1/30/1992
7/30/1992
1/30/1993
7/30/1993
1/30/1994
7/30/1994
1/30/1995
7/30/1995
1/30/1996
7/30/1996
1/30/1997
7/30/1997
1/30/1998
7/30/1998
1/30/1999
7/30/1999
1/30/2000

VS-0971/d4

2
(o)

WO-danhUnb+-WN O

MBTA/MBB

Lease

Basic Rent

Percentage
Rate

.7193268
.2524263
.5163027
.1963417
.5723872
.1352797
.6334492
.0687985
. 6999305
.9964170
7723120
.9176116
.8511173
.8318123
. 9369166
. 7383983
.0303306
. 6574941
.1112349
.5735291
1951998
.4851593
2835697
.3921572
37657117

ANANONONODENENENDPEWAEWEWAWO
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pate

7/30/2000
1/30/2001
7/30/2001
1/30/2002
7/30/2002
1/30/2003
7/30/2003
1/30/2004
7/30/2004
1/30/2005
7/30/2005
1/30/2006
7/30/2006
1/30/2007
7/30/2007
1/30/2008
7/30/2008
1/30/2009
7/30/2009
1/30/2010
7/30/2010
1/30/2011
7/30/2011
1/30/2012
7/30/2012
1/30/2013

Totals

Schedule 1
to Lease

Percentage
Rate

.2944960
.3374250
. 1843991
.3107140
.0521095
.4430036
.8968044
.5983(087
. 7453097
. 7498035
.5514693
9436438
.2678166
.2272965
. 9589897
.5361235
. 6227543
. 8723288
.2566781
.2384350
.0000000
.4951131
.0000000
.4951131
.0000000

WOWVWOWOWOOMOMOOKMNNFHSNHYNKFESINAINDOD

.4951131

216.5173524
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The following terms sha.l have the ressec:tive meanings set
forth below:

"Actual Xrnowledge" means (a) with respect to the Lessee,
actual gnowlecge of its Chairman, General Manacer, Treasursr-
Controller, or Director of Railroad Operations and (b) with
respect <o the Owner, actual knowledge of the Presicdenz, ary
Vice President, Treasurer, Secretary and any Contrac:
Administratzor (whether or not any such title is preceded dDy any
medifier such as Assistant). ‘Actual Knowledge" shall de
deemed to exist follcwing receipt of written notice cf a fact,
event, ccnéition or other circumstance -y any such Person.

"Addiziornal Investment” has the meaning srecified in
Section 8.1 of the Lease.

"Addizions' has the meaning specified in Article 6 of the
_ease.

"Affiliate", of any Person, means any other Person ccn-
troiling, conzrolled by cor under direct or indirect ccmmon
control with such Person. For the purposes of this definition,
"control", when used with respect to any specified Perscrn,
means the power to direct the management and policies cf such
Perscn, directly or indirectly, whether through the ownersikip
of voting securities, by contract or otherwise: and the <terms
“controlliing" and 'controlled” have meanrings correiative to the
foregoing.

“"Afcer-tax Basis." or "after tax basis,"” cor similar term,
means, when used with respect to the payment of any amount and
a requirement or contemplation that a gross amount paid shal:
produce a net amount received and retained by the recipient
after payment or proper provision for Taxes and any cther zaxes
imposed on the disbursement or receipt of such gross amount,
that gross amount which, after deduction of all Taxes and any
other taxes imposed by any jurisdiction or other taxing authcr-
ity upon or measured by, or otherwise resulting from, the dis-
bursement or receipt of such gross amount or any part therect,
will provide such net amount to the recipient, free of all
Taxes and taxes.

"App.icable Law" means all applicable laws, treaties,
judgments, cdecrees, injunctions, writs and other crders c¢f any
court, governmental agency or authority and rules, regulazions,
orders, directives, licenses and permits cf any governmental
body, instrumentality, acency cr authority arnd, with resgec:t <o
the EHguipment shall inciude the rules in effect from time to
time of <he american Association of Railrcads.
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Authorized Irnvestments' means (a) readily marxetatle
obligatzions of, or fully and unccrditicnaily guaranteed (as =o
scth principal and interest) by, the United States cf America
and having a mazurity not in excess oI one Business Jay from
the Jate of acguisition thereof; (b) certificates of depesic
(having a matur;ty not in excess of 30 ﬂays from the date of
acqguisition thereof) evidencing direct cbligations of any
comme:cial bank or <rust comcary organized in the Unirted S
of America and having capital, surpius and undivided prcfi
at least $1,000,900,000: and (c) so-called meoney market fun
banker's acceptances or similar opiigations (hav1nq & masur
not in excess of 30 days) issued by the Indenture Trustee.

"Base Rate' means the interest rate per annum an
made efiectlive frcn time o time by Security Pacifli
3ank, at its pr zal office in Le¢s Angeles, Call
the prime rate , as the case may ce, the lbase,
cther similar rate then designated -y it for gene
rending reference purposes, it being unders zcod t:
is a reference rate, not necessar:l ~he lowest, which
as the basis upcn which effective rates of interes:t are
calculated for cbiigations making reference theret
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"Basic Rent" means the rent payable for the Equipmen
respect to the 3asic Term pursuant to and as defined in
8.1 of the Lease, subject to adjustments as prov1ded in
Sections 8.1, 8.5 and 8.6 of the Lease and Section 8.3 of the
Participation Agreement and in the Tax Indemnity Agreement.

“Basic Term' means the periocd beginning on January 30, 1988
and ending January 29, 2013 or such earlier date as <the Lease
shall be terminated as provided therein.

"Board" means the Board of Directors of the Lessee.

“Board Resolution" means a resolution of the Board certi-
fied by the Secrezary or Assistant Secretary of the lLessee o
have been duly adopted by the Board and to be in fulil force and
effect cn the date of such certification.

"Business Day" means any day other than a Saturday or a
Sunday or a day on which commercial bankluq institutions in <he
City of Boston, Massachusetts, San Francisco, California, or
(so long as Notes shall be outstanding) the City of Wilmington,
Delaware are authorized by law to be closed. Any reference
herein to "days" (unless Business Days are specified) shall
mean calendar days.

“Code" means the Internal Revenue Code of 1986, as from
time to time amended, and any redesignated cr SUCCESSCIr ©ro-
visions, except that references to Section 168 and Section 103
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of the Ccde shall refer to such provisions of the Internal
Reverue Code of 1954 as amenced by the Tax Equity and rFiscal
Responsibilizy Act of 1982 as ccntinue to apply to the
determination of certain of the Owner s Tax 3enefits as a
cecnseguence of the provisions of Section 31{(g)(3) of the
Deficit Reduction Act of 1984 and Section 204(a)(4) of the Tax
Reforn Ac:t of 198s6.

“Commitment”, of each Participant, means the amoun: sex
forth cppcsite such Participant's name in Schedule 1 <o the
Participation Agreement in the column relating to "Commitz-
ments".

"Commonwealth” means The Commecnwealth of Massachusezrt

174}

“Consent and Agreenent of Lessee' means the Consent and
Agreerent of the Lessee, dated as of the Delivery DJate, between
the Owner and the Lessee, as such Consent and Agreement of
Lessee nay from time to time e amended, modified or
supp.emented in accordance with the terms thereof.

“Contract Assistance Provisions' has the meaning specified
in Section 8.7 of the Lease.

‘Contract for Financial Assistance" means an agreemen:
between the Lessee and the Commonwealth, with respect to the
Participazion Agreement and the transactions contempiated
thereby, in the form of Exhibit C to the Participation Agree-
ment or in such other form as may be satisfactory to the
Participants, as it may from time to time be supplerented,
amended or modified in accordance with its terms.

"Cost Recovery Deductions” has the meaning specified :in
Section 2 of the Tax Indemnity Agreement.

"Default"” means an event or condition which, with the
giving of notice or lapse of time or both, would constitute an
Event of Default.

"Delivery Date”, means December 30, 1987 unless postponed
to December 31, 1987 pursuant to Section 2.2(c) of the
Participation Agreement.

"Designated Payment Date" has the meaning specified in
Se.ticn 13(d) of the Lease.

"Destroyed Equipment” has the meaning specified in Section
10.1(b) of the Lease.

"Dollars' or "$" means lawful currency of the United States
of America.



MBTA/MB3
Schedu.e X to Ind./Lease

"Equipment” means: 34 Messerschmitt-Bolkow-Blchm commuter
rail coaches (or so many theresf as shall have been delivered
tc a“d accepted by the Owner on or tefore the Delivery Date)
manufaczured by the Marnufaccturer and soid to the Lessee
pursuant to the Purchase Agreerent, and to be solid by cthe
Lessee <o the Owner and then leased by the Owner to the Lessee
und2r the Lease and Zease Supplements, such commuter rail
coaches <o have the Lessee s and Manufacturer's serial numfers
specified in such Lease Supplements, together with Parts,; and
any commuter coach(es),'parts or other items of Eguipment which
may from time to zime be substituted for any ccmmuter rail
coacn(es) or other items of Equ1pnen- pursuan: ¢ Secticn
10.1(b) of the _Lease. An 'item of Equioment” means any cne or
more such commuter rail coaches cr Parts, as as the contax:t Tay
reguire.

"ERISA" means the Zmployee Retirement Income Security Act
of 1974, as amended.

"Events of Acceleration' means the events specified in
Section 11.01 of the Indenture.

"Events of Defaul:" has the meaning specified in Article 12
of the Lease.

"Event of Loss", with respect to any item of Fquﬂﬂme.b,
means any of the following events with respect to such item of
Equipment: (a) the loss of such item cf Equipment or of the
use thereof due to the desctruction cf, or damage teyornd rergair
to such izem of Equipment which (in the good faith and
reasonable opinion of the Lessee) renders it perman h-ly tnfis
for normal use by the _essee for any reason whatsoever, such
determination <o be made promptly after the occurrence af such
event and to be evidenced by an Officer’'s Certificate of the
Lessee delivered to the Owner and the Indenture Trustee; (D)
the loss of the use for 180 consecutive days or more of such
item of Equipment due to wear or damage which in the gocd faizh
and reasonable opinion of the Lessee can ané will be repaired;
{c) any damage to such item of Equipment which results in an
insurance settlement with respect to such Item of Equipment on

the basis of a total loss or a constructive or comp*,ul sed
totai loss; (d) the requisition of title to or the loss of
title to such item cf Equipmenz; (e) the cornfiscaticn,
condemnation or seizure of, or the requisition for use cf, such
item of Equipment which shall have resulted in the loss of
possessicn of such item of Equipment for 180 consecutive days
or more; or (f£) the thef: or disarpearance of such item cf
Equipment which shall have resulted in the loss of possessicn
of such item of Eguipment by the Lessee for 60 consecutive days
or more.
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'Excepted Rights"” means the non-excliusive rights cf th
Lesscr to obtain relief and recovery Zrom and to pursue and
enforce agains: the Lessee the remedies enumerated in clauses
(2) and (3) of Articie 13(e) of the lease, at law, in equicy
and/cr in bankruptcy or any insolivency precceeding, including
without limization, madamus proceedings, together with any
acticrn in the nature of declaratcry rellief to construe the
terms of the Operative Documents as they affect the relative
rights of the Lessor and Lessee only and/ﬂr any laws or
statutes with respect to the Overa.l Transacticn as they &
the relative rights of the Lessor and the lLessee ocnly Witz
respect to the payment of damages, costs and indemnities 2
the Lesscr uncder the Lease, the Particirzation Agreemenz,
includinc wichous l‘miyaticn to Seczion 8.2 and 8.3 <thersg?,
and/or the Tax Indemnity Agreement, and to reguire =tne Lassae
specifically to perform a¢‘ of its cblizaticns under i
Operative Doc uments. Notwithstanding the foregeing, Zxcepted
Rights shall not be deemed to preclude the simultanecus
exercise of such rights by <he Indenture Trus=tee and/cr <the
Notehclders against the Lessee, and shall not Te exercisatle by
Lessor in a manner inconsistent with the right cf the Indencure
Trustee to pursue and enforce its rights as the full ass:.gnee
of the Lease pursuant to the terms c¢f the Indenture.

"Excluded Payments” means (a) indemnity paymenzs (i) zail
or payable by the Lessee to or on behaif of the Cwner as Ren
(specifically including any Rent or other payment regquired =
be paid by <the Lessee to the Owxer pursuant to Sectigcns 8.2 or
8.3 of the Participation Agreement and an 'y amounts reguired o
be paid by the Lessee to the Owner pursuant to the Tax
Indemnity Agreement) or (ii) paid or payable by the Cwner or
the Lessee to the Indenture Trustee in its individual capacity
under the Lease, the Indenture or the Participation Agreement,
(b) proceeds cf public liability insurance in respec: of th
Equipment payable to the Indenture Trustee as a result of
insurance claims paid, or losses suffered, by the Incenture
Trustee in its individual capacity. (c) adjustments to Basic
Rent ard Stipulated Loss Value as a result c¢f an Additicrnal
Investment pursuant to Section 8.1 of the Lease to refl
certain Transaction Costs and (d) amounts payable pursuant to
Section 3(d)(iv) of the Purchase Agreement Assignment

"Execution Date" means Decemher 30, 1987.

“Funding Date" means the Delivery Date

“Indemnified Persons' means the Indenture Trustee (in its
individual and fiduciary capacizies), the Indenture Estate, the
Owner, and each holder of a Lender Note arnd their resgective
successors, assigns, agents, partners and the servants and
emp.oyees of each thereof.
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'Indemnitees” has the meaning specified in Section 10(b) cf
the Participaticn Agreement

Indenture ' means the Trust Indenture ané Security Agree-
ment, dated as of the Execution Date, betwee:n ~he Owner andé the
Indenture Trustee, substantially in t“e form of Exhibl%t B =c
the Participaticn Agreement, as such Trust Inden ure and Secu-
rity Agreemen: may from time to time be supp:ementad, amencded
or modified in accorédance with the terms thereof, including,
without limitation, surplementation thereof by one or mcre
Trust Indenture Supp:ements.

"Indenture Estate' means the property Jranted ¢
Indenture Trustee pursuant to tile Granting Ciause o
ture (but exciuding frcm the Indenture Estate all ZIxcluded
Payments ané ZIxcerted Rights).

"Indenture Trustee" means Wilmington Trust Company., a
Delaware ranxing corporation, not in its individual ~a“acity
(excezt as set forth in the Participaticn Agreement) but solely
as inden-zure trustee under the :-ndenture, and. To the extent
permitted by the Indenture, 1ts successors and assigns.

'Interim Rent' means the Rent payablie pursuant to Section
8.1(z)(1) of the Lease.

“Interim Term" means the periocd commencing on the Delivery
Date and expiring on January 29, 1988.

"Interest Deductions" has the meaning specified in
Section 2 of the Tax Indemnity Agreement.

"Investment Grade" means, as to the essee s long-tern,
unsecured tax-exempt debt, those obligationss which are rated
Baa or higher by Mcody's or BBB or higher by S&P. TFor
purposes cf this definition, 'Moody's" means Mocdy s Investors
Service, Inc., a Delaware corporation, its successcrs and
assigns; and S&P means Standard & Poor's Corporation, a New
York corporation, its successcrs and assigns. If either
Moody's or S&P shall for any reason no longer perform the
functions of a securities rating agency, "Moody s’ or "S&F', as
the case may be, shail be deemed to refer to any ccther
nationally recognized rating agency designated Dy the Lessee
and satisfactory to the Lessor and in such event :the rating by
such agency shall be equivalent to Baa or higher by Mcody s or
BBB or higher by S&P.

Lease" means the Lease Agreement, dated as of the Delivery
Date, between the Owner, as lessor, and the Lessee, as lessee,
substantially in the form of Exhibit A to the Particirvation
Agreemenst, as such Lease Agreement may from time ¢35 time be
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amended, modified or suprlementad in accordance with zhe terms
thereof and of the Indenture, ircliuding, without limization,
supplemenzation therecf Dy one cr more Lease Suppiements
entered into pursuant to the aprlicable provisions therect.

"Lease Suvprlement” means a Lease Supp.ement, dated as cf
the Delivery Date, between the Lessor and the Lessee, substan-
tially in the form of Exnibit A to the Lease, with respec: to
the Lease Supplemens delivered pursuant to Section 2.1 29f the
Lease, or in such form, with appropriate modification, with
respect to a Lease Supplemen:t de.ivered pursuant to any other
provision of the Lease.

"Lease Term" means the term, inciuding the Interim Term and
any Renewai Term, if any, fcr which any item of the Equipment
is leased under the Lease.

"Lender Notes" means the Notes.

"Lessee' means Massachusetts Bay Transpcrtation Authority,
a body poiitic and corpcrate and a political subdivision of the
Commonwealth, and its successors and, to the extent permitted
by the Lease, assigns.

"Lessee's Assignment” means the Lessee's Assignment, dated
as of the Delivery Date, between the Owner and the lLessee., as
such Lessee's Assigrnment may from time to time be amended,
modified or suppiemented in accordance with the terms therect.

"Lessor"” or "Qwner" means Security Pacific Equipment
Leasing, Inc., a Delaware corporation, its successors and
permitted assigns.

"Lessor's Cost", as of any date means, with respect to any
item of Equipment, the Lessor's Purchase Price thereof plus
Transaction Costs, as such aggregate amount may be adjusted <o
reflect each Additional Investment or Reduced Investrment pursu-
ant to Section 8.1 of the Lease.

"Lessor Lien" or "Lessor's Liens" means any Lien cr dispo-
sition of title which results from a claim against the Owner
that is not a claim against the Lessee and either (a) results
from claims against the Owner not related to the Qverall
Transaction, (b) results from an affirmative act of the Owner
which is neither required or permitted to be taken dy the Owner
pursuant to a provision of any Operative Document nor ccnsen:zed
to by the Lessee nor taken as a result of the cccurrence and
continuance of an Event of Default as permitted under che
Lease, or (c) results from nonpayment by the Owner of any taxes
imposed on such Perscn cr the consoliidated Sroup of taxpayers
of which such Person is a part which the Lessee is nct reguired
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to indemnify against pursuant to any of the Operative Documents
or is so required and has made such indemnification payment.

‘Lessor's Purchase Price' means, with respect to any itenm
of Ecuipment, the amcunt specified as such in the app.icable
Lease Supplement, being the sum of (a) an amount equa. to the
aggregate payments for such item of Equipment made to or on
behalf of the Lessee by the Owner pursuant to the Participaticn
Agreerent on or prior to the Delivery Date thereof, as
specified in invoices and/cr bills of sale, anrd (b) any taxes
applicable to the purchase of such item of Eguipment by <the
Owrer which must be capitalized for Federa. tax purzoses,
ircluding, without limitation, sales, use, excise or similar
taxes.

"_Zien" means any mortgage, pledge, lien, charge, encum-
brance, security interest or lease in the nature thereci
(inclucding any conditional sale agreement, equipment Trust
agreement or other title retention agreement).

"Majority Noteholders"”, as of a particular date of dezer-
mination, means “he Noteholders (other than <he Owrer, i:f a
Notehoclder) holding more than 50% in aggregate unpaid principal
amount of all Lender Notes, if any, outstanding as ¢f such
date. If one cr more but l1ess than ali of the Lender Nctes are
owned or contro.led by the Owner (or an Affiliate therect
then the other Noteholders who are not the Owner (or Affiliates
thereof) shalil have sole power to vote such Notes and to take
other similar action with respect thereto (such power to be
divided among such other Notenclders based on the respective
unpaid aggregate principal amount of Notes held by each of
them).

"Manufacturer" means Messerschmitt-Bolkow-Blohm GmbH, a
German corporation, and its successors and assigns.

“Net Economic Return" has the meaning specified in
Section 1 of the Tax Indemnity Agreement.

"Notes" means the Series A Notes and the Series B Notes.

"Noteholders" means the Original Noteholder (only so long
as such Person is the registered holder of a Note) and each
other holder from time to time of a Note.

"Obsolete Parts"” has the meaning specified in Articlie 6 of
the Lease.

"Officer's Certificate" means (a) with respect to the
Lessee, a certificate executed on behalf of the Lessee zy its
duly authorized Chairman, General Manager, Treasurer-Contrc..er
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or General Counsel (or by any duly authorized person holdin
any such office in an "Acting' cagacity), signing alone; (3)
with respect tc the Indenture Trustee, a certificate executed
on benalf of the Indenture Trustee Dy its duly authcrized
Chairman, President, any Vice President, any Assistant Vice
President, or ary Financial Services Officer; and (c) with
respect to the Owner, a certificate executed on behalf of the
Owner by the duly authorized President or any Vice Presidenc,
Treasurer or Secretary or Centract Administrator (whether or
not any such title is preceded by aay mecdifier such as
Assistant), signing alone.

“Opverazive DJocuments ' means t
the Indenture, the Lease, the Cont
tance, the Lessee’'s Assignment, th

articipation Agreerment,

t for Finan c*al Assis-
cnsent ané Agreement of
Lessee the Tax Indemnity Agreement, the Purchase Agr=sement ard

the Purchase Agreement Assigament.

-

“Qriginal Notehclder ' means New England Merchants Fundin
Corporation, a Massachuse:Its corporation.

“Original Participation' of a Participant in the Eguicment,
meanrs the amount paid by such Participant pursuant tTo Section 2
of the Participation Agreement as such Participant's
participation in the payment of the Lessor’ s Purchase Price cf
the Equipment.

"Overall Transaction' means the manufacture, purchase,
ownership, financing, leasing, operation, maintenance, storage,
return and disposition of the Equipment as described arc
contemplated by the Operative Documents.

Overdue Interest Rate' means the rate per annum equal to
the sum of one and one-half (1-1/2) percentage points plus %the
higher of (i) the Base Rate plus 1.5% or (ii) 10.5% per annum.

"Qwner" or "Lessor" means Security Pacific Egquipment
Leasing, Inc., a Delaware corporation, and its successors an
permitted assigns.

(o))

"Participants"” means the Owner and the Notehoiders.

"Participation Agreement" means the Participation Agree-
ment, dated as of the Execution Date, among the lLessee, the
Owner, the Original Noteholder and the Indenture Trustee, as
such Participation Agreement may from time %o time be
suppiemented, amended or modified in accordance with the terms
thereof.

“Parts" means all appliances, parts, instruments,

appur-
tenances, accessorles, furnishings and other egquipment of
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whatever nature so long as the same shall be incorporated or
installed in or attached to any item 3f Equipment or so long as
title thereto shall remain wvested in the Lessor in accordance
with Secticn 5.3 or Article 6 of the Lease after remcval IZrcm
such item of Egquipment: prowvided, that in no event shall any
appliance, part, instrument, apgurtenance, accessory, furnish-
ing or cther equipment that does not become a portion of the
Equipment, in accordance with Secticn 5.3 or Articie 6 of zhe
Lease, constitute a Parc.

"Permitted Liens"” means (a) the Lien of the Indenture, (b)
the subordinate rights of others under agreements or arrange-
ments to the extent express.y permitted by the terms of Section
4.2 of the _ease and Sections 4.01 and 7.01 cf the Inden
(¢) Lesscr lLiens, (d) Liens fcr taxes, assessments,
other Jgcvernmenzal levieszs either not yet due sr de:
in good faith Dy appropriate proceecings prompt.y -
diligently prosecuted but only so .on¢ as (i) such p edings
do not invclve any material danger of the sale, fcrfeiture or
loss of any item c¢f Equipment, or any :interest therein, and
(ii) adeguate reserves are maintained in accordance with
applicable accounting principles with respect to such Liens,
(e) materialmen's, mechanics', carriers', workmen s,
repairmen's, empioyees’ or other like Liens arising in th
ordinary course of business for amounts the payment of which is
not overdue for a period in excess of 30 days or is being
contested in good faith by appropriate proceedings promptly
initiated and diligently prosecuted but only so iong as (1)
such proceedings ¢o not :invo.ve any danger of the sale,
forfeiture or loss of any item of Egquipment, or any intceresct
therein and (ii) adequate reserves are maintained in accordance
with aprlicable accounzting principles with respect to such
Liens, and (f) Liens arising out of judgments or awards agalnst
the Lessee with respect to which an appeal or proceeding for
review is being diligently prosecuted in good faith and with
respect to which a stay of execution shall have Leen secured or
an appeal bond shall have been filed pending such appea. or
proceeding for review but only so long as (i) such proceedings
do not involve any danger of the sale, forfeiture or Icss of
any item of Egquipment, or any interest therein, and (ii)
adequate reserves are maintained in accordance with appiicable
accounting principles with respect to such judgments or awards.

e e |
rf 1) O

C

"Person” means an individual, a corporation, a partner-
ship, an unincorporated organization, an association, a joint
stock company, a joint venture, a trust, an estate, a govern-
ment or any agency or political subdivision therecf or any
other entity.

"Purchase Agreement" means the Agreement, dated August 7,
1985, between the Manufacturer and the Lessee, as amended,

10
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modified and suppi:emented on or prior to the Del 1ve'y Jate,
providing, among other :hings, for the manufacture by the
Manufacturer anc sale to the Lessee of the Eq”1ome.-, as s"c*
Agreement may thereafter from time to time be amenced, modified
or suppiemented in accordance with the arpiicable prov151uns
thereof and of the Purchase Agreement Assignment.

“Primre Rate' means the interest rate per annum announced
and made effective from time to time by Bank of New Englarnd,
N.A., at i=s principal office 1n Boston, Massachusets, as the
prime rate or, as the case may be, the base, reference or other
similar rate then designated oy it for general ccmmercial
lending reference purpeoses, it oe-ng understood thar such rate
is a reference rate, not necessarily the lowest, which serves
as the basis upcn which effec ive rates of interest are
calcuiated for chligations King reference theretc.

"Purchase Agreement Assidnment ' mears the Purchase Agree-
ment A551gnment, dated as of the Delivery Date, between i

wea

Lessee and the Lesscor (together with the Consent ané Agreement
of the Manufacturer at tached thereto), substantially iz =i
form of Exhibit D to the Participaticn Agreement, assign ing =c
the Lessor certain of the Lessee s right, ticie, and interesc
in, to and under the Purchase Agreement with respec:t <o the
Equipment, as such Purchase Agreement Assignment may from time
to time be supplemented, amended or modified to the exten:
permitted by and in accordance with the terms therecf and of
the Indenture.

"Reduced Investment" has the meaning specified in Section
8.1 of the Lease.

“"Requlations ' means the Treasury Regulations, as amencecd,
promulgated under the Code or other Federal tax statutes (as
referred to in clause (i) of the definition of "Tax Laws" in
this Schedule X) by the Treasury Department of the United
States of America.

"Renewal Rent" with respect to the first, three-year
Renewal Term provided for in section 2.5 of the Lease, means an
amount equal to the lesser of (i) 50% of the averace 3asic Ren
over the Basic Term of the Lease and (ii) the fair marke=
rental value of the Renewal Equipment determined in. acccrdance
with the Lease. "Renewal Rent" with respect to the second,
seven-year Renewal Term provided for in Secticn 2.5 of the
Lease means the fair market rental value of the Renewa:
Equipment.

"Rerewa.: Term" means the three-year renewal term provided
for in Section 2.5 of the Lease beginning on January 30, 2013,
and ending on January 29, 2016 and, if applicable, the

11
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seven-year renewal term provided for in Section 2.5 of the
Lease beginning on January 30, 2016 and ending on January 29,
2023.

"Rent" means Interim Rent, Bas:ic Rent, Renewal Rent and
Supplemental Rent.

‘Rent Payment Date"” means January 30, 1988, and each Jul
30 and January 30 thereafter, to and including the day after
the last date included within the Lease Term.

"Series A Notes' means the Series A Notes, each ¢c be in
substantiaZly the fcrm therefor set forth in Secticn 2.01(a) of
the Indenture, issued by the Owner zursuant o Secticn 2.02 of
the Indencure <o the Original Notehoider in the princ:ipa:
amount, bearing interest at the rates and payacle as =o
principal and interest as provided in said Sec<ticn 2.02, and
secured as provided in the Granting Clause of the Indencure,
and shall include any Series A Notes issued in exchance
therefor or in replacement therecf pursuant <o Sect:cns 2.07 or
2.08 of the Indenture.

“Series B Notes" means the Series B Notes, each tc ke in
substantially the form therefor set forth in Section 2.01(b) of
the Indenture, issued by the Owner pursuant to Section 2.13 of
the Indenture in the principal amounts, bearing interest at the
rates and payable as to principal and interest as provided :in
said Section 2.13, and secured as provided in the Granting
Clause of the Indenture, and shall include any Series 3 Notes
issued in exchange therefor or in replacement thereof rursuanct
to Sections 2.07 or 2.08 of the Indenture.

"Special Event of Default" has the meaning set forth in
Section 4.02 of the Indenture.

“Stipulated Loss Value" as of any Stipulated Loss Value
Date during the Basic Term, mears, with respect zo any item of
Equipment, an amount determined by multiplying Lessor s
Purchase Price thereof by the percentage specified in Exhibit B
to the Lease opposite the Stipulated Loss Value Date with
respect to which the amount is determined, subiect £9
adjustment as provided in Sections 8.1 and 8.5 of the Lease.

As of any Stipulated Loss Value Date during <he first,
three-year Renewal Term the Stipulated Loss Valiue shall be an
amount equal to the greater cf (i) the then fair marxet sales
value of the Equipment or (ii) 20% of the Lessor's Purchase
Price thereof. The Stipulated Loss Value at July 30, 2016
shall be equal to the then fair marxet sales vaite of the
Equipment, and as of each subseguent Stipulated Loss Value Date
during the second, seven-year Renewal Term shall be equal t¢ an
amount determined (1) by estimating at January 30, 2016 t-

12
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fair market sales value of the Equipment at CJanuary 30, 2023
and (2) equitably and ratably reducing at each such Stipulated
Loss Value Date the amount of the fair markXet sales value at
July 30, 2016 to such fair marxet sales vaiue at January 30,
2023. Anything contained in the Lease (including Exhibit B
thereto) to the contrary notwithstanding, the Stipulated Loss
Value for the Equipment as of each such date shal 1 in no event
be less than an amount at least sufficient to pay in full <zh
aggregate unpaid principal amount cf all outstanding Noztes,
together with the accrued and unpaid interest thereon as of
such date.

"Stipulated Loss Value Date" means (i) for the Basic Term
each date set forth on Exhibit B3 to the Zease, (ii) Zfor the
irst Renewal Term, July 30, 2013 and each January 30 and
Suly 30 thereafter <o and including January 30, 2016, and (iii)
for the seccnd Renewal Term, July 30, 2016 andé each January 30
and July 30 thereaiter to and including January 30, 2023.

"Substitute Equioment" has the meaning set forth in Sect
10.2 of the Lease.

“Supplemertal Rent" means any and all amocunts, liabilities
and obligations (other than Interim Rernt, Basic Rent an
Renewal Rent) which the Lessee assumes or agrees To pay =o or
as directed by the Lessor under any of the Operative Documents,
including, without limitation, Stipulated Loss Value and
interest (inciuding any payments at the Overdue Interest Rate)
and indemrity payments, including, without limitation, any such
paymrents pursuant to Sections 8.2 or 8.3 of the Participatic
Agreement and the Tax Indemnity Agreement.

"Tax" means any and all fees (including, wi<hout limita-
tion, documentation, license, recording, filing and registra-
tion fees), taxes (including, without limitation, income,
franchise, gross receipts, value added, turnover, sales, use,
property (tancible and intangible) and stamp taxes)., levies,
assessments, imposts, duties, charges or withholdings of any
nature whatscever, as now or hereafter existing, *mposed by any
jurisdiction or taxing authority including, without limitazion,
the United States of America, and the Commonwealith, and any
political subdivision or taxing authority therecf at any time
existing, together with any and all penalties, fines, additions
to tax and interest thereon.

"Tax Assumptions” means those tax assumptions set forth in
Section 2 of the Tax Indemnity Agreement.

"Tax Benefits" has the meaning specified in Section 1 of
the Tax Indemnity Agreement.

13
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"Tax Indemnity Agreemenz” means the Tax Indemnity Agree-
ment, dated as of the Execution Date, between the Lessee and
the Owner, as such Tax Indemnity Agreement may from time to
time be supplemented, amended or modified in accordance with
the terms therect.

"Tax Laws" means, with reference to any date or any period.
(i) ail Federal tax statutes, including, withcut limitation,
(A) the Code, and (3) ail other Federal tax statutes, such as
but not limited to Revenue Acts and also including any Feceral
tax provisions included in any Pubiic Law or cther Federal
statute, that are in force and effect with respect ¢ such date
or pericd; and (ii) all rules and regulations, including, with-
out limitation, Treasury Regulaticns and Tempcrary Recgulations,
whezher legislative regulations, statutoriiy authorized Imple-
menting reculations, interprative ru.es and reguiat:cns, &nd
procecural rules and regularicns, <hat are at any tinme
promulgated and in force and effect with respect to such date
cr pericd under a Federal tax statute that is in force and
effect and applicable to such date or period, and inciudes,
without limitation, revenue rulings or similar authority that
may te cited as precedent.

“Term" means the term, including the Renewal Term, if any,
for which any item of Equipment is leased under the Lease.

“"Transaction Costs” means all of the reascnable costs and
expenses incurred by the Indenture Trustee, the Owner or any of
the other Participants in connection with the negotiation,
preparation, printing, execution and delivery of the Operative
Documents and the Notes and in connection with the transactiocns
contemplated thereby, all of which shall be evidenced by
appropriate bills or invoices, including, without limizacion:

(i) the reasonable fees, expenses and disbursements
of (A) Messrs. Ropes & Gray, special counsel for the Owner,
(B) Messrs. Csaplar & Bok, special counsel for the Originai
Noteholders, and (C) Messrs. Richards, Layton & Finger,
special counsel for the Indenture Trustee;

(ii) the initial fees and expenses and disbursements
of the Indenture Trustee;

(iii) document production costs in connection with the
Operative Documents;

(iv) the costs of the appraisal referred to in Section
5(n) of the Participation Agreement;

14
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(v) the fees, expenses and disbursements of an
appraiser/consultant engaged by the Owner to review the
Operative Documents; and

(vi) The fees of Xitech Inc., a Delaware corporation.

"Transfer" means the transfer of all right, title and
interest of the Lessor in the property being transferred, free
and clear of the Lien of the Indenture (if the Indenture
Trustee shall be required to release the Lien of the Indenture
pursuant to the terms thereof) and of any Lessor Liens, but
otherwise without recourse, representation or warranty what-
soever, express or implied, except as to the nonexistence of
any Lessor Liens, which warranty shall be repeated at the time
of such transfer and shall survive such transfer.

"Trust Indenture Supvlement" means a supplement to <the
Indenture, in substantially the form of Exhibit A to the Inden-
ture, that, pursuant to the Granting Clause of the Indenture,
shall create a first mortgage and security interest on <he
items of Equipment referred to therein and assign and pliedge
the related Lease Supplement executed and delivered pursuant to
the Lease to the Indenture Trustee as part of the Indenture
Estate.

"Warranty Bill of Sale" means the Warranty Bill of Sale,
dated as of the Delivery Date, from the Lessee to the Owner
substantially in the form of Exhibit L to the Participation
Agreement.

vs-1218/4
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